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WHERE THE PUBLIC MEETS THE PRIVATE 
This thesis is about the development of industrial tourism in urban regions. It presents
a systematic analysis of the conditions under which companies and regions can take
advantage of industrial tourism development. By combining insights from tourism,
marketing, regional economics, urban governance and theories of the firm we develop a
theory that specifies the interests of host firms and urban regions. We state that a
common agenda creates opportunities for coordinated action in industrial tourism
development resulting in benefits for public and private actors. We test the empirical
applicability of this theory by means of four case studies of urban regions with a
considerable supply of industrial tourism: Cologne, Pays de la Loire, Rotterdam and Turin.
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EHJULMSHQ ZDDURPPHQVHQ EHSDDOGH NHX]HV PDNHQ PDDU RRN HHQ YDN ZDDUPHH MH
µDOOHNDQWHQRSNXQW¶1DQRJJHHQMDDUJHVWXGHHUGWHKHEEHQYRQGGHXQLYHUVLWHLWKHW








RQGHU]RHNVDVVLVWHQW ELM GH FDSDFLWHLWVJURHS 5HJLRQDOH (FRQRPLH 	 +DYHQ HQ
9HUYRHUVHFRQRPLH HQ KHW RQGHU]RHNVLQVWLWXXW(XULFXU ,N NUHHJPHWHHQ GH NDQV RP
PHH WH GUDDLHQ LQ HHQ LQWHUQDWLRQDDO YHUJHOLMNHQG RQGHU]RHN PHW EH]RHNHQ DDQ
$PVWHUGDP %DUFHORQD .HXOHQ HQ /RQGHQ 'DDUQD YROJGHQ QRJ WDO YDQ DQGHUH
SURMHFWHQZDDUELM LNPLMQ NHQQLV RYHU UHJLRQDOH HFRQRPLH HQ VWHGHOLMNPDQDJHPHQW
KHENXQQHQYHUEUHGHQ/DQJ]DDPPDDU]HNHUYXOGHPLMQERHNHQNDVW]LFKPHWERHNHQ
ZDDUYDQ LNPHGHDXWHXUZDVPHWZHUYHQGH WLWHOV ]RDOV7KH$WWUDFWLYH&LW\6SRUWV
DQG &LW\ 0DUNHWLQJ LQ (XURSHDQ &LWLHV &LW\ DQG (QWHUSULVH HQ (PSRZHULQJ
0HWURSROLWDQ5HJLRQV7KURXJK1HZ)RUPVRI&RRSHUDWLRQ7RFKNUHHJLNKHWJHYRHO
GDWHULHWVRQWEUDNLQGH]HFROOHFWLH
'H HHUVWH VWDS LQ PLMQ SURPRWLHRQGHU]RHN ZDV HHQ VWXGLH RYHU
PDDWVFKDSSHOLMNYHUDQWZRRUGRQGHUQHPHQLQVWHGHQXLWJHYRHUGWXVVHQHQ
+LHUXLW NZDP QDDU YRUHQ GDW VWUDWHJLVFKH EHWURNNHQKHLG YDQ KHW EHGULMIVOHYHQ ELM
VWHGHOLMNH RQWZLNNHOLQJ ]RZHO GH VWDG DOV GH RQGHUQHPLQJHQ ]RX NXQQHQ EDWHQ'H
YUDDJ ZDV HFKWHU RQGHU ZHONH YRRUZDDUGHQ JH]DPHQOLMNH EHODQJHQ RRN OHLGHQ WRW
FRQFUHWH DFWLHV ,NKDGHHQDDQWDO LGHHsQRYHUGH]HYRRUZDDUGHQPDDURQYROGRHQGH
HPSLULVFKPDWHULDDORP]HWHWRHWVHQ,QNUHHJLNGHNDQVRPGHEHQRGLJGHGDWD
LL 
WH YHUJDUHQ HHQ LQWHUQDWLRQDDO YHUJHOLMNHQGH VWXGLH QDDU GH RQWZLNNHOLQJ YDQ
LQGXVWULHHO WRHULVPH +HW RSHQVWHOOHQ YDQ EHGULMYHQ YRRU EH]RHNHUV NDQ QDPHOLMN
JH]LHQZRUGHQDOVHHQRQWZLNNHOLQJZDDUELM]RZHOSXEOLHNHDOVSULYDWHSDUWLMHQEHODQJ
KHEEHQ 'H YUDDJ LV HFKWHU RI GH]H EHODQJHQ RRN WH YHUHQLJHQ ]LMQ KRH NXQQHQ
SXEOLHN HQ SULYDDW HONDDU RQWPRHWHQ" 'H NHX]H YRRU LQGXVWULHHO WRHULVPH DOV
RQGHUZHUSYDQPLMQSURHIVFKULIWZDVKLHUPHHJHPDDNW
+HWVFKULMYHQYDQHHQSURHIVFKULIW LVHHQHHQ]DPHVWULMGZDDUELM MHLQGHULQJ
VWDDW WHJHQRYHU MH]HOI *HOXNNLJ ]LMQ HU GDQ HUYDUHQ ERNVHUV GLH MH DI HQ WRH
DDQYDOVWDFWLHNHQ LQIOXLVWHUHQ0LMQ GDQN JDDW DOOHUHHUVW XLW QDDU /HR YDQ GHQ %HUJ
PLMQSURPRWRU+LM LVHU WHONHQVZHHU LQJHVODDJGPLM LQGH MXLVWH ULFKWLQJ WHVWXUHQ
=LMQVRPVRQFRQYHQWLRQHOHLGHHsQKHEEHQPHJHVWLPXOHHUGNULWLVFKHYUDJHQWHVWHOOHQ
ZDDUYDQ VRPPLJH EHDQWZRRUG ZRUGHQ LQ GLW SURHIVFKULIW 7HQ WZHHGH EHQ LN GDQN
YHUVFKXOGLJG DDQPLMQ FRSURPRWRU (ULN%UDXQ YRRU ]LMQZDDUGHYROOH FRPPHQWDDU
PDDUERYHQDOYRRUGHPHQWDOHVWHXQGLHKLMLQDOGLHMDUHQKHHIWJHJHYHQ(HQVSHFLDDO
GDQNZRRUGJDDWXLWQDDU&KULVWLDQ%HUJHU5DFKHO;LDQJ)HQJHQ$QNLPRQ9HUQqGH










YHOH DYRQGHQ HQ ZHHNHQGV GLH LN DFKWHU GH FRPSXWHU KHE GRRUJHEUDFKW %M|UQ
<DQLTXHHQ0DWVRRNMXOOLHZLOLNEHGDQNHQ9UDDJPHQLHWZDDUYRRUKHWKHHIWLHWV



























































































,Q W URGXF W LRQ 
   %DFNJURXQG 
,QGXVWULDO WRXULVP FRPSUHKHQGV YLVLWV WR VLWHV WKDW HQDEOH YLVLWRUV WR OHDUQ
DERXWHFRQRPLFDFWLYLWLHVLQWKHSDVWWKHSUHVHQWDQGWKHIXWXUHVHHFKDSWHUWZR,W
FDQEHVHHQDVDVPDOOEXWJURZLQJVHJPHQWRIWKHWRXULVPLQGXVWU\RQHRIWKHPDQ\
VHJPHQWV WKDW KDYH HPHUJHG VLQFH WKH V 1\ODQGHU	+DOO 5RELQVRQ	
1RYHOOL&RPSDQ\YLVLWVDSSHDOWRWKHLQFUHDVLQJGHVLUHIRUUHDODXWKHQWLFDQG
HGXFDWLRQDO H[SHULHQFHV DPRQJ WRXULVWV )UHQFK FDU PDQXIDFWXUHU 36$ VWDWHV WKDW
µLQGXVWULDO WRXULVP KDV EHFRPH LQFUHDVLQJO\ SRSXODU LQ UHFHQW \HDUV SDUWLFXODUO\ LQ
(XURSH¶ 36$  $OVR +DUULV  DQG 3UHQWLFH  UHSRUW DQ LQFUHDVLQJ
SXEOLF LQWHUHVW LQ WKH PDQXIDFWXULQJ VHFWRU 0HQ]LHV  HYHQ VXJJHVWHG WKDW
LQGXVWULDO WRXULVP FRXOG EHFRPH PRUH SRSXODU WKDQ YLVLWLQJ SDUNV DQG JDUGHQV ,Q
WKH(QJOLVK7RXULVP%RDUGH[SHFWHGWKHQXPEHURILQGXVWULDOWRXULVWVLQWKH8.
WRJURZIURPPLOOLRQSHUDQQXPWRDSSUR[LPDWHO\RUPLOOLRQ LQ WKH\HDUV WKDW
IROORZHG ,Q)UDQFH WKHQXPEHURIYLVLWRUV WR LQGXVWULDO VLWHV JUHZ IURP OHVV WKDQ
PLOOLRQYLVLWRUVLQWRPRUHWKDQPLOOLRQLQ6ZDUEURRNHDOVRVHH
6WHYHQV
,Q WKH ODWH V UHVHDUFK IURP WKH 'XWFK 0LQLVWU\ RI (FRQRPLF $IIDLUV
UHYHDOHG WKDW LQ WKH1HWKHUODQGV WHQPLOOLRQ SHRSOHZRXOG OLNH WR YLVLW DW OHDVW RQH
IDFWRU\ RU FRPSDQ\ D \HDU 9RONVNUDQW 7KH SRVVLELOLWLHV DW WKDW WLPHZHUH
OLPLWHGKRZHYHUQLQHRIRXW WHQFRPSDQLHV UHFHLYHGYLVLWRUVEXW WKHPDMRULW\RQO\
RSHQHGLWVGRRUVIRUEXVLQHVVUHODWLRQV,QVRPHFDVHVDOVRQHLJKERXULQJFLWL]HQVDQG

VWXGHQWVZHUHDOORZHG WRHQWHU WKHZRUNIORRU2QO\SHUFHQWRI WKHILUPVDFFHSWHG
OHLVXUHWRXULVWV
)RU FRPSDQLHV WKH UHFHSWLRQ RI YLVLWRUV LV D SRWHQWLDO VRXUFH RI LQFRPH EXW
DOVRDQLQVWUXPHQWWRFRPPXQLFDWHZLWKVWDNHKROGHUV0DUFRQHWDOQRWRQO\
ZLWKEXVLQHVVUHODWLRQVEXWDOVRZLWKRWKHUDFWRUVZKRSURYLGHWKHFRPSDQ\DOLFHQVH
WR RSHUDWH:LWK WKH VKLIW RI SRZHU IURP WKH SXEOLF WR WKH SULYDWH VHFWRU LQ WKH ODVW
GHFDGHV H[SHFWDWLRQV WRZDUGV FRPSDQLHV KDYH LQFUHDVHG %RXGKDQ HW DO 
*R\GHU  (ONLQJWRQ  ,QGXVWULDO WRXULVP FDQ EH XVHG E\ ILUPV WR JLYH
HYLGHQFHRIJRRGFLWL]HQVKLS WREXLOG VXVWDLQDEOH UHODWLRQVZLWK WKHFRPPXQLWLHV LQ
ZKLFK WKH\ RSHUDWH DQG WR SURPRWH WKH FRPSDQ\ DQG LWV EUDQGV VHH 0LWFKHOO 	
2UZLJ  ,Q  WKH (QJOLVK 7RXULVP %RDUG FRXQWHG  LQGXVWULDO WRXULVP







PD\ KHOS WR LPSURYH WKH LPDJH DQG UHSXWDWLRQ RI FRXQWULHV UHJLRQV DQG FLWLHV DQG
WKHLU LQGXVWULHV )UHZ  ,QGXVWULDO WRXULVP FDQ EHFRPH DQ LQVWUXPHQW RI FR




FRVWV 7KH GHYHORSPHQW RI LQGXVWULDO WRXULVP UHTXLUHV FRRUGLQDWLRQ DQG FRRSHUDWLRQ
EHWZHHQWKHYDULRXVSXEOLFDQGSULYDWHVWDNHKROGHUV2WJDDU9DQGHQ%HUJ%HUJHU	
)HQJ   'HVSLWH WKH LQFUHDVLQJ SRSXODULW\ RI LQGXVWULDO WRXULVP DV
GHVFULEHG DERYHZH FDQ DOVR REVHUYH UHVHUYDWLRQ DPRQJ ERWK ILUPV DQG UHJLRQV WR
DFWXDOO\ JHW LQYROYHG LQ WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP 0DQ\ UHJLRQV IRU







   3URE OHP V WD W HPHQW DQG  WKH RE MHF W L YH V  R I  RXU  UH VHDUFK 
7KH GHYHORSPHQW RI LQGXVWULDO WRXULVP FDQ EH VHHQ DV D FROOHFWLYH DFWLRQ
SUREOHP UHTXLULQJ WKH LQYROYHPHQW DQG SDUWLFLSDWLRQ RI SXEOLF DQG SULYDWH DFWRUV






RQ KRZ WR XVH LQGXVWULDO WRXULVP DV D VRXUFH RI LQFRPH DQGRU D WRRO RI LPDJH
PDQDJHPHQW",QRWKHUZRUGVKRZFDQWKHSXEOLFPHHWWKHSULYDWH"
2XU UHVHDUFK KDV WZR REMHFWLYHV WR PDNH D FRQWULEXWLRQ WR WKH WKHRUHWLFDO
FRQFHSWXDOLVDWLRQ RI LQGXVWULDO WRXULVP DQG WR JDLQ LQVLJKW LQ WKH FRQGLWLRQV XQGHU
ZKLFK SXEOLF DQG SULYDWH DFWRUV DUH ZLOOLQJ WR LQYHVW LQ LQGXVWULDO WRXULVP
GHYHORSPHQWLQERWKWKHRU\DQGSUDFWLFH,QGXVWULDOWRXULVPLVQRWDYHU\ZHOOGHILQHG
FRQFHSW 6WLSDQXN  DQG ZRUOGZLGH VWXGLHV RQ WKH LVVXH DUH DEVHQW 0RULFH
)UHZ7KHUHDUHGLIIHUHQWYLHZVRQWKHGHILQLWLRQRIWKHFRQFHSW±WKHUH
DUHYDULRXVW\SHVRILQGXVWULDOWRXULVPDQGGLIIHUHQWDSSURDFKHVWRLWVGHYHORSPHQW±
DQG WKH JOREDO UHJLRQDO DQG ILUPVSHFLILF FRQGLWLRQV WKDW H[SODLQ LQGXVWULDO WRXULVP
GHYHORSPHQW,WLVRXUDLPWRFUHDWHFRPPRQJURXQGE\FRPSDULQJWKHYDULRXVYLHZV
DQGSUHVHQWLQJRXURZQ
7KHRUHWLFDO FRQFHSWXDOLVDWLRQRI LQGXVWULDO WRXULVP LV DOVRQHHGHG LQ YLHZRI
RXU VHFRQG REMHFWLYH 6HYHUDO VFKRODUV HJ )UHZ 0DGHU 0LWFKHOO 	
2UZLJ  2WJDDU 9DQ GHQ %HUJ %HUJHU 	 )HQJ   SURYLGH VRPH
DUJXPHQWVIRUFRPSDQLHVWRRUJDQLVHFRPSDQ\YLVLWVDQGIRUFLWLHVRUXUEDQUHJLRQVWR
VWLPXODWH LQGXVWULDO WRXULVP GHYHORSPHQW $OVR DUJXPHQWV IRU ILUPV QRW WR UHFHLYH
WRXULVWVKDYHEHHQGLVFXVVHG+RZ:KDWVHHPVWREHPLVVLQJKRZHYHULVDQ






   5HVHDUFK TXHV W L RQV DQG PHWKRGR ORJ\ 
,Q YLHZ RI RXU DLPV ZH IRUPXODWH RXU PDLQ UHVHDUFK TXHVWLRQ DV IROORZV
³8QGHU ZKDW FRQGLWLRQV FDQ WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP EHQHILW WKH
FRPSDQLHVWKDWRSHQWKHLUGRRUVDQGWKHXUEDQUHJLRQVLQZKLFKWKH\DUHORFDWHG"´
7KLV TXHVWLRQ UHIOHFWV RXU DPELWLRQ WR JDLQ LQVLJKW LQ WKH LQWHUHVWV DQG
SUHIHUHQFHV RI KRVW ILUPV µFRPSDQLHV WKDW RSHQ WKHLU GRRUV¶ DQG UHJLRQDO
RUJDQLVDWLRQV ZLWK UHJDUG WR LQGXVWULDO WRXULVP GHYHORSPHQW ,W LV DQ H[SORUDWLYH
TXHVWLRQUHODWHGWRDUHODWLYHO\XQH[SORUHGWRSLFZKLFKVXSSRUWVRXUFKRLFHIRUFDVH
VWXG\ DQDO\VLV DVZHZLOO H[SODLQ LQ FKDSWHU VL[2XU HPSLULFDO VWXG\ FRPSUHKHQGV
IRXUFDVHVWXGLHVRIXUEDQUHJLRQVZLWKDUHODWLYHO\ODUJHVXSSO\RILQGXVWULDOWRXULVP
ZLWKDFWLYHKRVWILUPVDQGRUUHJLRQDOERGLHVWKDWSURPRWHLQGXVWULDOWRXULVP





RUJDQLVDWLRQV WKDWDFWRQDUHJLRQDO OHYHODQGGHIHQGUHJLRQDO LQWHUHVWVHJ UHJLRQDO














   5H OD W LRQ R I  RXU  UH VHDUFK  WRS L F Z L WK YDU LRXV G L V F LS O LQH V 
,QWKHSUHVHQWERRNZHFRQVWUXFWDWKHRU\RQLQGXVWULDOWRXULVPGHYHORSPHQWLQ
XUEDQ UHJLRQV WKDW ERUURZV LQVLJKWV IURP YDULRXV GLVFLSOLQHV UHJLRQDO HFRQRPLFV
,QWURGXFWLRQ
XUEDQ JRYHUQDQFH WKHRULHV RI WKH ILUP WRXULVP DQG PDUNHWLQJ 7KH UHODWLRQ ZLWK
WRXULVP DQGPDUNHWLQJ QHHGV OLWWOH H[SODQDWLRQ LQGXVWULDO WRXULVP FDQ EH VHHQ DV D
VHJPHQWRIWKHWRXULVPLQGXVWU\DQGDPDUNHWLQJWRROIRUERWKFRPSDQLHVDQGUHJLRQV
DV ZH ZLOO H[SODLQ LQ FKDSWHU WZR DQG WKUHH %XW KRZ GRHV LQGXVWULDO WRXULVP
GHYHORSPHQWUHODWHWRWKHWKUHHRWKHUGLVFLSOLQHV"
















&ODVVLFDO DQG QHRFODVVLFDO WKHRULHV XVH D KROLVWLF DSSURDFK WR WKH ILUP
QHJOHFWLQJ LWV LQWHUQDO RUJDQLVDWLRQ 7KH HQWUHSUHQHXU LV FRQVLGHUHG D KRPR
HFRQRPLFXVZKRKDV IUHHDQGXQOLPLWHGDFFHVV WRDOO LQIRUPDWLRQQHHGHG WRPDNHD
SXUHO\UDWLRQDOGHFLVLRQ)LUPVDLPWRILQGDQRSWLPXPORFDWLRQE\PLQLPL]LQJFRVWV
RI ODQG UHQWV DQG WUDQVSRUWDWLRQ DQGRU PD[LPL]LQJ UHYHQXHV 6XSSRUWHUV RI WKLV
DSSURDFKXVHPDWKHPDWLFDOPRGHOV WR H[SODLQ RU SUHGLFW ORFDWLRQEHKDYLRXU DQG WKH
UHVXOWLQJ GLVWULEXWLRQ RI HFRQRPLF DFWLYLWLHV *OREDOLVDWLRQ DQG WKH DYDLODELOLW\ RI




.UXJPDQ $OVR WKHXUEDQ OLIHF\FOH WKHRU\RI9DQGHQ%HUJ FRQWDLQV
PRVWO\QHRFODVVLFDOHOHPHQWV
%HKDYLRXUDO ORFDWLRQ WKHRULHV ORRN DW DFWXDO GHFLVLRQPDNLQJ SURFHVVHV LQ
ILUPVKDYLQJH\HIRUWKHLQWHUQDORUJDQLVDWLRQ$FFRUGLQJWRWKHVHWKHRULHVGHFLVLRQ








RQJRLQJ VRFLDO LQVWLWXWLRQV RU QHWZRUNV *UDQRYHWWHU   7KH\ WHQG WR
FRQFHQWUDWHRQWKHLQWHUDFWLRQEHWZHHQILUPVDQGRWKHURUJDQLVDWLRQVUDWKHUWKDQWKH
EHKDYLRXU RI LQGLYLGXDO ILUPV ,QVWLWXWLRQDOLVWV KDYH LQWURGXFHG FRQFHSWV VXFK DV
µLQGXVWULDOGLVWULFWV¶3\NHHWDO$PLQDQGWKHµOHDUQLQJUHJLRQ¶&RRNH
DQG 0RUJDQ  ZKLFK FRQVLGHU WKH UHOHYDQFH RI WKH LQWHUDFWLRQ EHWZHHQ
LQVWLWXWLRQV LQ HFRQRPLF GHYHORSPHQW &OXVWHU WKHRULHV 3RUWHU  FDQ DOVR EH
FDWHJRULVHG XQGHU WKLV KHDGLQJ ,QVWLWXWLRQDOLVWV WHQG WR IRFXV RQ WKH HFRQRPLFV RI




UHOHYDQFH RI LQGXVWULDO WRXULVP SROLFLHV IRU WKH GHYHORSPHQW RI XUEDQ UHJLRQV 2XU
VWXG\UHODWHVWRDIXQGDPHQWDOGHEDWHRQWKHDELOLW\RIORFDOVWDNHKROGHUVWRLQIOXHQFH
WKH GHYHORSPHQW RI XUEDQ UHJLRQV(VVHQWLDOO\ WKH TXHVWLRQ LV GRHV SROLWLFVPDWWHU"
6WURP  PDGH D GLVWLQFWLRQ EHWZHHQ WZR VFKRROV VWUXFWXUDOLVWV DQG FRDOLWLRQ




WHFKQRORJ\ DQG RWKHU QRQORFDO GHYHORSPHQWV 7KH\ UHDVRQ WKDW ORFDO JRYHUQPHQWV
KDYH IHZ PHDQV WR VWHHU WKH FLW\¶V RU UHJLRQ¶V GHYHORSPHQW :LWKLQ WKH JURXS RI




VXEJURXS LQFOXGHV QHRPDU[LVWV OLNH )ULHGODQG  DQG 7DEE  ZKR WDON
DERXWWKHµV\VWHPDWLFGLVFLSOLQDU\SRZHURIFDSLWDO¶DVZHOODVVFKRODUVZKRIRFXVRQ
WKH SRZHU RI SURSHUW\ RZQHUV EXVLQHVV HOLWHVZKR DUH FRQVLGHUHG DEOH WR µXVH WKH
JRYHUQPHQW¶ WR UHDFK WKHLU RZQ JRDOV JURZWK PDFKLQH RU JURZWK FRDOLWLRQ WKHRU\
/RJDQ	0RORWFK





FRDOLWLRQV EHWZHHQ JRYHUQPHQWV DQG EXVLQHVVHV FDQ EH UHDOLVHGZLWKRXW DQ\ VSHFLDO





WR VRPH H[WHQW ,PSRUWDQW FRQWULEXWRUV WR XUEDQ UHJLPH WKHRU\ DUH &ODUHQFH 6WRQH
)DLQVWHLQ	)DLQVWHLQDQG(ONLQ0DQ\DJUHHWKDWUHJLPHWKHRU\
LV LQIDFWDFRQFHSWRUDPRGHOUDWKHU WKDQD WKHRU\EHFDXVHLWKDV OLPLWHGDELOLW\ WR
H[SODLQRUSUHGLFWYDULDWLRQLQUHJLPHIRUPDWLRQPDLQWHQDQFHRUFKDQJH0RVVEHUJHU
	6WRNHU$QXUEDQUHJLPHFDQEHVHHQDVDVSHFLILFIRUPRIDSROLF\QHWZRUN
%DVVHWW  5HJLPHV EULGJH WKH GLYLGH EHWZHHQ SRSXODU FRQWURO RI JRYHUQPHQW
DQG SULYDWH FRQWURO RI HFRQRPLF UHVRXUFHV 6WRQH  7KH SRZHU WR LQIOXHQFH
GHYHORSPHQW LV GLVWULEXWHG DPRQJ SXEOLF DQG SULYDWH DFWRUV PDNLQJ D GLVWLQFWLRQ
EHWZHHQSROLWLFDOSRZHUDQGWKHSRZHURIFDSLWDO%U\VRQ	&URVE\5HJLPH
WKHRU\ DVVXPHV WKH SXEOLF DQG SULYDWH VHFWRUV WR EH PXWXDOO\ GHSHQGHQW RQ RQH
DQRWKHU ,W FRQWDLQV ERWK HOLWLVW DQG SOXUDOLVW HOHPHQWV ,Q FRQWUDVW ZLWK WKH JURZWK
PDFKLQH WKHRU\ UHJLPH WKHRU\ DWWULEXWHV WKH UROH RI LQLWLDWRU LQ FRDOLWLRQIRUPLQJ
SURFHVVHVWRSROLWLFDOHQWLWLHVUDWKHUWKDQHFRQRPLFHQWLWLHV-XGG	3DUNLQVRQ
5HJLPH WKHRU\DVVXPHV WKDWD UHODWLYHO\VWDEOHJURXSOHGE\ WKHJRYHUQPHQWKDVD
VXVWDLQHGUROHLQGHFLVLRQPDNLQJZKLOHWKHFRDOLWLRQWKHRU\IRUHVHHVWKHGHYHORSPHQW








FRPSDQLHV DOVRZLWK UHVSHFW WR WKHLU UROH LQ WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP
2XUUHVHDUFKWRSLFFRQQHFWVZLWKWKHIXQGDPHQWDOGHEDWHRQWKHGULYHUVRIFRUSRUDWH
EHKDYLRXU0RVW UHOHYDQW LQRXU RSLQLRQ LV WKHGLVWLQFWLRQEHWZHHQ WKH VKDUHKROGHU
DQGVWDNHKROGHUYLHZ
7KH QHRFODVVLFDO VKDUHKROGHU YLHZ DVVXPHV WKDW FRPSDQLHV DUH RQO\
DFFRXQWDEOHWRWKHLURZQHUVVKDUHKROGHUVRUVWRFNKROGHUV7KLVLPSOLHVWKDWILUPVDLP







ODLGGRZQ LQDVRFLDOFRQWUDFW WKDWEXVLQHVVKDVZLWKVRFLHW\ 'RQDOGVRQ	3UHVWRQ
±DOVRUHIHUUHGWRDVµOLFHQVHWRRSHUDWH¶±GHWHUPLQLQJWKHERXQGDULHVRIWKHLU
SURILWPD[LPLVLQJEHKDYLRXU
0RVW QHRFODVVLFLVWV VXSSRUW WKH LQYROYHPHQW RI ILUPV LQ SKLODQWKURS\
VSRQVRULQJ RU PRUH VWUDWHJLF IRUPV RI FRUSRUDWH FLWL]HQVKLS DV ORQJ DV WKLV LV QRW
FRQIOLFWLYH ZLWK WKH LQWHUHVWV RI WKH RZQHUV 7KH\ UHDVRQ WKDW VHOILQWHUHVW IRUFHV
FRPSDQLHV WREHFRQFHUQHGZLWKVRFLHW\DQGFRPPXQLW\'UXFNHU7KLVYLHZ
DQWLFLSDWHV WKH DJHQF\ SUREOHP PDQDJHUV RIWHQ QRW DFWLQJ DV WKH DJHQW RI
VKDUHKROGHUV DV LGHQWLILHG E\ )ULHGPDQ 6XSSRUWHUV RI WKH VKDUHKROGHU YLHZ DOVR
UHFRJQLVHWKHUHOHYDQFHRIVWDNHKROGHUV WKRXJKDJDLQLQYLHZRIWKHXOWLPDWHDLPWR




LQWHUHVW RI VKDUHKROGHUV EXW LQ WKH LQWHUHVW RI DOO VWDNHKROGHUV ZKRVH LQWHUHVWV FDQ
DIIHFW RU DUH DIIHFWHG E\ WKH DFKLHYHPHQW RI WKH ILUP¶V REMHFWLYHV )UHHPDQ 
,QWURGXFWLRQ
6WDNHKROGHU WKHRULVWV H[SHFWPDQDJHUV WR EH DFFRXQWDEOH WR VWDNHKROGHUV QRW RQO\
EHFDXVHWKDWLVLQWKHLQWHUHVWRIVKDUHKROGHUVEXWPDLQO\EHFDXVHLWLVMXVWWKHULJKW
WKLQJWRGR%RZLH
   2XW O LQH R I  WK L V ERRN 
7KH VWUXFWXUH RI WKLV ERRN LV GHSLFWHG LQ WKH ILJXUH EHORZ ,Q WKH VHFRQG
























,Q WKH WKLUG FKDSWHU ZH DQDO\VH WKH XUEDQ HQYLURQPHQW LQ ZKLFK WKH
VWDNHKROGHUV RI LQGXVWULDO WRXULVPRSHUDWH6WDUWLQJZLWK WKH8UEDQ/LIH&\FOH 9DQ
GHQ%HUJZHH[SODLQKRZXUEDQ UHJLRQVGHYHORS LQ UHVSRQVH WR IXQGDPHQWDO
WUHQGVWKDWLQIOXHQFHWKHEHKDYLRXURIWKHVWDNHKROGHUV:HLGHQWLI\WKHPDLQFXUUHQW









YLHZSRLQW RI UHJLRQDO ERGLHV VXFK DV UHJLRQDO DXWKRULWLHV DQG UHJLRQDO WRXULVP RU
PDUNHWLQJRUJDQLVDWLRQV ,Q WKLVZD\ZHJDLQ LQVLJKW LQ WKHLUPRWLYHV WR IDFLOLWDWHRU
SURPRWHWKLVVHJPHQWRIWKHWRXULVPLQGXVWU\:HDOVRDQDO\VHWKHIDFWRUVWKDWPDNH
DQ XUEDQ UHJLRQ DWWUDFWLYH IRU LQGXVWULDO WRXULVWV DQG WKH FRQGLWLRQV XQGHU ZKLFK
FRRUGLQDWLRQ LQ LQGXVWULDO WRXULVP GHYHORSPHQW FDQ EH UHDOLVHG &KDSWHU ILYH WKXV
DQVZHUVWKHIRXUWKUHVHDUFKTXHVWLRQ
,Q FKDSWHU VL[ ZH GHYHORS RXU UHVHDUFK IUDPHZRUN :H IRUPXODWH VHYHQ
K\SRWKHVHVWKDWSURYLGHDQVZHUVWRWKHILIWKDQGPDLQUHVHDUFKTXHVWLRQDQGGLVFXVV
WKHPHWKRGRORJ\FDVHVWXG\UHVHDUFK







7KH QLQWK FKDSWHU SURYLGHV D FRPSDUDWLYH DQDO\VLV RI LQGXVWULDO WRXULVP
GHYHORSPHQW DW WKH OHYHO RI XUEDQ UHJLRQV DQG WKH FRQGLWLRQV WKDW DUH UHOHYDQW IRU
UHJLRQDORUJDQLVDWLRQV
,QFKDSWHUWHQZHFRPELQHWKHUHVXOWVIURPWKHWZRSUHYLRXVFKDSWHUVLQWRDQ
DVVHVVPHQW RI WKH FRQGLWLRQV XQGHU ZKLFK LQGXVWULDO WRXULVP EHQHILWV ERWK XUEDQ
UHJLRQV DQG KRVW ILUPV WKURXJK WKH GHYHORSPHQW RI D FRPPRQ DJHQGD WKDW HQDEOHV
,QWURGXFWLRQ
FRRUGLQDWHG DFWLRQ %\ FRPSDULQJ WKH LQWHUHVWV RI KRVW ILUPV ZLWK WKH FROOHFWLYH
LQWHUHVWV RI UHJLRQVZHZLOO EH DEOH WR LGHQWLI\ FRQIOLFWLYH DQG FRPSDWLEOH LQWHUHVWV
RSSRUWXQLWLHVIRUFRQVHQVXVLQWKHGHYHORSPHQWRILQGXVWULDOWRXULVP
&KDSWHUHOHYHQSUHVHQWVWKHV\QWKHVLVDQGFRQFOXVLRQVRIRXUVWXG\DQVZHULQJ
WKH UHVHDUFK TXHVWLRQV DQG SURYLGLQJ UHFRPPHQGDWLRQV IRU IXUWKHU UHVHDUFK

&KDSWHU
7KH FRQFHSW R I  LQGXV W U LD O  WRXU L VP
   ,Q WURGXF W LRQ 





   +L V WRU L FD O EDFNJURXQG 
7KH LGHDRI YLVLWLQJ DFWLYH DQGQRQDFWLYH ILUPV HPHUJHG DOUHDG\ LQ WKHWK
FHQWXU\ZKHQ WKH%ULWLVKQRELOLW\ VWDUWHG WR WUDYHO WR WKH(XURSHDQPDLQODQG :ROI




0RUH VSHFLILF H[DPSOHV RI FRPSDQ\ WRXUV VWDUWHG WR HPHUJH LQ WKH WK
FHQWXU\)UHZPHQWLRQVVHYHUDOH[DPSOHVRILQGXVWULDOWRXULVPDYDQWODOHWWUH
LQ WKH 1HWKHUODQGV HJ IORZHU PDUNHWV FKHHVH IDFWRULHV )UDQFH YLQH\DUGV
FKRFRODWH IDFWRULHV WREDFFR IDFWRULHV VWRFN H[FKDQJH *UHHFH DQG 0DOWD ODFH
PDNHUV DQG WKH 86 FKRFRODWH IDFWRULHV GLVWLOOHULHV 6WHYHQV  0DF&DQQHO

,QWKHWKDQGWKFHQWXU\LQFUHDVLQJSURVSHULW\UHVXOWHGLQWKHGHYHORSPHQW
RI PDVV WRXULVP 3DUWLFXODUO\ DIWHU WKH 6HFRQG :RUOG :DU WUDYHOOLQJ IRU OHLVXUH

EHFDPH D FRPPRQ SDVWLPH IRU D JURZLQJ VKDUH RI WKH SRSXODWLRQ DW OHDVW LQ WKH
GHYHORSHG FRXQWULHV 7KHPDLQ GULYHUV IRU WKLV JURZWKZHUH LQFUHDVLQJ UHDO LQFRPH




WHUP LQGXVWULDO WRXULVP ZKHQ WKH\ WDON DERXW WRXULVP DV DQ LQGXVWU\ $QRWKHU
LPSRUWDQWGHYHORSPHQWWKDWWRRNSODFHLQWKHODVWGHFDGHVLQWKHGLYHUVLILFDWLRQRIWKH
WRXULVP PDUNHW VLQFH WKH V FRQVXPHU EHKDYLRXU LQ WRXULVP KDV FKDQJHG
GUDVWLFDOO\ UHVXOWLQJ LQ WKH GHYHORSPHQW RI QHZ PDUNHW VHJPHQWV DQG QLFKHV
1\ODQGHU	+DOO5RELQVRQ	1RYHOOL,QGXVWULDOWRXULVPFDQEHVHHQDV
RQHRIWKHVHQHZVHJPHQWV
8VLQJ WKH WHUP LQGXVWULDO WRXULVP IRU µLQGXVWU\ DV D WRXULVW DWWUDFWLRQ¶ LV D
UHODWLYHO\QHZSKHQRPHQRQ ,Q WKHV WKH FRQFHSW RI LQGXVWULDO KHULWDJH WRXULVP
EHFDPH SRSXODU LQ WKH FUDGOH RI PRGHUQ LQGXVWU\ *UHDW %ULWDLQ $IWHU WKH 6HFRQG
:RUOG :DU WKLV FRXQWU\ ZDV WKH ILUVW LQ (XURSH WR EH FRQIURQWHG ZLWK LQGXVWULDO










RI WKH SURGXFW DQG WKH SRVVLEOH SXUFKDVH RI WKH SURGXFW DQGRU VRXYHQLUV¶ 'RGG
 S  6LPRQVRQ  ,Q  WKH %ULWLVK 7RXULVW $XWKRULW\ VWDUWHG WKH
FDPSDLJQ6HH,QGXVWU\DW:RUN0DGHUZKLFKLVFRQVLGHUHGWREHRQHRIWKH
ILUVW LQLWLDWLYHV WR SURPRWH YLVLWV WR DFWLYH FRPSDQLHV 7KH FDPSDLJQ LQVSLUHG RWKHU
FRXQWULHV UHJLRQV DQGFLWLHV WR WDNH VLPLODU LQLWLDWLYHV ,Q WKH ODWHV5RWWHUGDP
7KH1HWKHUODQGVGHYHORSHGDQLQGXVWULDOWRXULVPWRXU,QWKH&RXQW\RI<RUN
LQ 3HQQV\OYDQLD 86 ODXQFKHG LWV EUDQG µ)DFWRU\7RXU&DSLWDO RI WKH:RUOG¶2QH
\HDU ODWHU LQ  WKH )UHQFK UHJLRQ RI 3D\V GH OD /RLUH IRXQGHG DQ RUJDQLVDWLRQ
FDOOHG µ9LVLW 2XU &RPSDQLHV¶ ZLWK WKH DLP WR LPSURYH WKH VXSSO\ RI LQGXVWULDO
7KHFRQFHSWRILQGXVWULDOWRXULVP




FRPSDQLHV DQG WKH UXUDO RU PHWURSROLWDQ UHJLRQV LQ ZKLFK WKH\ DUH ORFDWHG 2WKHU
H[DPSOHV RI FLWLHV DQG UHJLRQVZLWK LQGXVWULDO WRXULVP SURJUDPPHV DUH$PVWHUGDP
7KH 1HWKHUODQGV 1DJR\D -DSDQ WKH 5KRQH$OSHV UHJLRQ )UDQFH DQG :HVW
$XVWUDOLD
   ' L I I HUHQ W Y L HZV RQ  LQGXV WU LD O  W RXU L VP
'HVSLWH LWV ORQJ KLVWRU\ LQGXVWULDO WRXULVP LV VWLOO QRW D YHU\ ZHOO GHILQHG
FRQFHSW ,Q6WLSDQXNFDPH WR WKHFRQFOXVLRQ WKDW OLWWOHKDVEHHQZULWWHQDERXW
LQGXVWULDOWRXULVPUHIHUULQJWRWKHZRUNRI6LPRQVRQDQG&R[	)R[
6WLSDQXN GLVFXVVHV LQWHUDFWLRQV EHWZHHQ YDULRXV W\SHV RI WHFKQRORJ\ DQG WRXULVP
LOOXVWUDWLQJ WKHVHZLWKH[DPSOHV IURP WKH LQGXVWU\ LQ VHYHUDOFRXQWULHV LQFOXGLQJ WKH
86$DQG1HZ=HDODQG2QHRIWKHSRVVLEOHUROHVRIWHFKQRORJ\DSDUWIURPFUHDWRU
HQKDQFHU SURWHFWRU WRRO HWF LV EHLQJ WKH IRFDO SRLQW RI WKH WRXULVP H[SHULHQFH
,QGXVWULDO WRXULVP LV GHVFULEHG KHUH DV µWRXULVP RI KRPR IDEHU¶ JLYLQJ WRXULVWV WKH
RSSRUWXQLW\WRYLVLWPDQDWZRUN/HURX[
6RPH\HDUVODWHURWKHUVFKRODUVFRQILUPHGWKDWLQGXVWULDOWRXULVPLVDUHODWLYHO\
\RXQJ DQG XQH[SORUHG WKHPH GLIIHUHQW WHUPV DUH XVHG LQ (XURSH DQG ZRUOGZLGH
VWXGLHVRQ WKLV LVVXHDUHDEVHQW 0RULFH)UHZ$VZHGLVFXVVHGVRPH
XVHWKHWHUPIRUVRPHWKLQJFRPSOHWHO\GLIIHUHQWWRXULVPDVDQLQGXVWU\5RGHQEXUJ
$EEH\ZKLOHRWKHUVXVHRWKHUWHUPVIRUSKHQRPHQDWKDWDUHPRUHRUOHVV
HTXDO WR LQGXVWULDO WRXULVP WHFKQLFDO YLVLWV FRPSDQ\ WRXUV IDFWRU\ WRXUV LQGXVWULDO
DWWUDFWLRQV LQGXVWULDO VLJKWVHHLQJ HWF )RU D FRPSUHKHQVLYH OLWHUDWXUH UHYLHZ RI
DUWLFOHVERRNVDQGUHSRUWVWKDWGHDOZLWKLQGXVWULDOWRXULVPZHUHIHUWRWKH3K'WKHVLV
RI )UHZ  6KH DOVR LQGLFDWHV KRZHYHU WKDW WKHPDMRULW\ RI WKH OLWHUDWXUH VKH
UHIHUVWRKDVEHHQIRXQGLQJHQHUDOWUDGHSUHVVDUWLFOHVDQGERRNVDQGQRWVRPXFKLQ
DFDGHPLFSDSHUVDQGERRNV
,Q -DQXDU\  *RRJOH 6FKRODU IRXQG  KLWV IRU µLQGXVWULDO WRXULVP¶






YLVLWV¶ DQG µFRPSDQ\YLVLWV¶ DUHQRW DERXW LQGXVWULDO WRXULVPEXW WKH\HLWKHUXVH VLWH
YLVLWVDVHPSLULFDOUHVHDUFKPHWKRGRUWKH\GLVFXVVWKLVPHWKRGLWVHOI0DQ\DFDGHPLF
DUWLFOHVRQ LQGXVWULDO WRXULVP 3OXPPHUDHW DO&0+DO O	6KDUSOHV
-ROLIIH 0DF'RQDOG	'HQHDXOW 7HOIHU	+DVKLPRWR 0F%R\OH
DFWXDOO\ IRFXVRQ IRRGDQGEHYHUDJH WRXULVPZKLFKFDQEH VHHQDVD VSHFLILF
W\SHRI LQGXVWULDO WRXULVP ,Q WKHSUHVHQW VHFWLRQZHGLVFXVV IRXUGLIIHUHQWYLHZVRQ
LQGXVWULDO WRXULVP LQ RUGHU WR XQGHUVWDQG ZKR DUH WKH VXSSOLHUV DQG FXVWRPHUV RI
LQGXVWULDOWRXULVP)LUVWKRZHYHUZHGLVFXVVWKHGHILQLWLRQRIWRXULVWV
 7RXULVWV
7RXULVWV FDQ EH GHILQHG DV SHRSOH ZKR WHPSRUDULO\ PRYH WR GHVWLQDWLRQV
RXWVLGH WKHLU QRUPDO SODFHV RIZRUN DQG UHVLGHQFH 0DWKLHVRQ	:DOO  7KH
SXUSRVH RI WKHLU YLVLW FDQ EH EXVLQHVV OHLVXUH YLVLWLQJ IULHQGV RU D FRPELQDWLRQ RI




7RXULVP2UJDQLVDWLRQZKLFK GHILQHV WRXULVWV DV SHRSOHZKRPRYH DZD\ IURP WKHLU
GDLO\ HQYLURQPHQW WR VSHQG DW OHDVW RQH QLJKW EXW QRW PRUH WKDQ RQH \HDU DW WKH
GHVWLQDWLRQUHJDUGOHVVRIWKHUHDVRQIRUWKHLUYLVLWEXVLQHVVOHDUQLQJOHLVXUHYLVLWLQJ
IULHQGVHWF:RUOG7RXULVP2UJDQLVDWLRQ,WLVDUELWUDU\EHFDXVHLWVSHFLILHV
WKH ERXQGDULHV IRU WKH OHQJWK RI WKH VWD\ LQ D UDWKHU VWULFWZD\ IRU WKH VDNH RI GDWD
FROOHFWLRQ
,Q WRXULVP VWDWLVWLFV LW LV FRPPRQ WR GLVWLQJXLVK WRXULVWV IURP H[FXUVLRQLVWV
ZKRVWD\RXWVLGH WKHLUGDLO\ HQYLURQPHQW IRU OHVV WKDQKRXUV VHH9DQGHU%RUJ
 3HRSOH ZKR UHFUHDWH LQ WKHLU RZQ UHJLRQ DUH QRW FRXQWHG DV WRXULVWV HLWKHU









7KH ILUVW YLHZ RQ LQGXVWULDO WRXULVP ZH ZRXOG OLNH WR GLVFXVV LV WKH RQH
SUHVHQWHGE\(OVSHWK$QQ)UHZDQ$XVWUDOLDQVFKRODUZKRZURWHKHUGRFWRUDOWKHVLV
RQ LQGXVWULDO WRXULVP  ,Q WKLV WKHVLV VKH DQDO\VHV WKH LQGXVWULDO WRXULVP




ZKHUHWKHFRUHDFWLYLW\RI WKHVLWH LVQRQWRXULVPRULHQWHG¶7KLVGHILQLWLRQLV LQ OLQH
ZLWK WKH WUDGLWLRQ LQ WKH $QJOR6D[RQ OLWHUDWXUH WR PDNH D GLVWLQFWLRQ EHWZHHQ
LQGXVWULDO WRXULVP DQG LQGXVWULDO KHULWDJH WRXULVP <DOH   )RU LQVWDQFH
DOVR6WHYHQVGHILQHGLQGXVWULDOWRXULVPDVYLVLWVWRH[LVWLQJFXUUHQWILUPVUDWKHU
WKDQ SDVW LQGXVWULHV ,Q FRQWUDVW ZLWK <DOH   ZKR GHVFULEHG LQGXVWULDO
WRXULVPDVWKHSUHVHQWDWLRQRIFRQWHPSRUDU\PDQXIDFWXULQJSURFHVVHV)UHZVWDWHVWKDW
LQGXVWULDO WRXULVP HQFRPSDVVHV DOO ILUPV WKDW RSHQ WKHLU GRRUV WKH WHUP LQGXVWU\
VKRXOGQRWEHLQWHUSUHWHGDVµPDQXIDFWXULQJLQGXVWU\¶EXWDVDVHFWRURIWKHHFRQRP\







)UHZ¶V GHILQLWLRQ LPSOLHV WKDW LQGXVWULDO WRXULVP VLWHV FDQ RQO\ EH IRXQG DW
FRPSDQLHVZKRVHSULPDU\UDLVRQG¶HWUHLVWKHSURGXFWLRQRIJRRGVDQGVHUYLFHV6LWHV
WKDW DUH WRXULVPRULHQWHG DUH H[FOXGHG IURP WKLV GHILQLWLRQ 7RPDNH WKLV FOHDU VKH
SUHVHQWV D FDWHJRUL]DWLRQ RI WRXULVP E\ WKH PDUNHW IRU JRRGV DQG VHUYLFHV $W RQH
H[WUHPH±SXUHLQGXVWU\±WKHUHDUHFRPSDQLHVWKDWRQO\SURGXFHJRRGVDQGVHUYLFHV
IRUWKHJHQHUDOSXEOLF7RXULVWVDUHQRWDGPLWWHGWRWKHLUVLWHV$WWKHRWKHUH[WUHPH±




 7KLV WKHRU\ LGHQWLILHV VL[ SHUVRQDOLW\ W\SHV UHDOLVWLF LQYHVWLJDWLYH DUWLVWLF VRFLDO HQWHUSULVLQJ DQG
FRQYHQWLRQDO+ROODQG

SXEOLF DQG WRXULVWV DOWKRXJK WKH DGPLWWDQFH WR WRXULVW PD\ EH OLPLWHG 7KH PDLQ
GLIIHUHQFH EHWZHHQ LQGXVWULDO WRXULVP VLWHV DQG FRQVXPHU WRXULVP VLWHV LV WKDW WKH
IRUPHU FDQ DOZD\V UHWXUQ WR WKH SXUH LQGXVWU\ H[WUHPH ZLWK D IRFXV RQ LWV FRUH
IXQFWLRQZKLFKLVQRW WRXULVP,IDFRQVXPHU WRXULVPVLWHGRHVQRWDWWUDFWYLVLWRUV LW




























ZKDW DWWUDFWLRQV FDQEH FRQVLGHUHG LQGXVWULDO WRXULVP"$W WKHGHPDQG VLGH VKHRQO\
LGHQWLILHV µWRXULVWV¶ DV WKH FXVWRPHUV RI FRPSDQ\ YLVLWV WKRXJK ZLWKRXW GHILQLQJ
WRXULVWVH[SOLFLWO\,WVHHPVWKDW)UHZXVHVDUHODWLYHO\EURDGGHILQLWLRQRIWRXULVWVDV
VKHLQGLFDWHVWKDWDOVRYLVLWVE\VWXGHQWVDQGEXVLQHVVUHSUHVHQWDWLYHVWHFKQLFDOYLVLWV
FDQ EH FDWHJRULVHG DV LQGXVWULDO WRXULVP SUHVXPDEO\ DOVR LI WKH\ WUDYHO ZLWKLQ WKH
UHJLRQRUVWD\IRUOHVVWKDQKRXUV
)UHZ  DOVRSURYLGHV D FRPSUHKHQVLYH RYHUYLHZRI RWKHU FRQFHSWV WKDW
DUHVRPHKRZUHODWHGWRLQGXVWULDO WRXULVP6KHFDWHJRUL]HVWKHVHFRQFHSWVDORQJWZR
D[HV IURPFRQVXPHU WRXULVP WR LQGXVWULDO WRXULVPDORQJRQHD[LVDQG IURPVSHFLILF




































H[SOLFLWO\ LQFOXGHV µIRUPHU LQGXVWULDO V\VWHPV¶ LQ KLV GHILQLWLRQ 0RUHRYHU KLV
GHILQLWLRQ VHHPV WR LQFOXGH FRQVXPHU WRXULVP VLWHV VXFK DV FRUSRUDWHPXVHXPV DQG
EUDQGSDUNV LQFRQWUDVWZLWK)UHZZKRPDNHVDFOHDUGLVWLQFWLRQEHWZHHQLQGXVWULDO

WRXULVP DQG FRQVXPHU WRXULVP :KLOH )UHZ ORRNV DW D VLWH¶V UHDVRQ RI H[LVWHQFH
6R\H] ORRNVDWDYLVLWRU¶V UHDVRQ WRYLVLW WKHSXUSRVHRUPRWLYH7KH ODVWDSSURDFK
DOVRLPSOLHVWKDWWKHWRXULVPLQGXVWU\FDQRSHQLWVGRRUVIRULQGXVWULDOYLVLWRUV:KHQ
\RXYLVLWD]RRWRVHHWKHDQLPDOV\RXDUHDUHJXODUWRXULVW%XWZKHQ\RXYLVLWD]RR
WR OHDUQPRUH DERXW KRZ D ]RR IXQFWLRQV \RX DUH DQ LQGXVWULDO WRXULVW ,Q WKLVZD\
WRXULVWVGRH[SHULHQFHWKHµEHKLQGWKHVFHQHV¶DVSHFWVRIRSHUDWLQJDWRXULVWDWWUDFWLRQ
LQ WKH WHUPLQRORJ\ RI )UHZ DOWKRXJK KHU GHILQLWLRQ VHHPV WR H[FOXGH WKH WRXULVP
LQGXVWU\DVKRVWRILQGXVWULDOWRXULVWV
,Q6R\H]UHILQHGKLVGHILQLWLRQRILQGXVWULDOWRXULVPVRPHZKDWDOVRVHH





DFWXDOO\ FDXVH WKH PRYHPHQW RI DQ LQGXVWULDO YLVLWRU ZKLFK LV D PXFK VWURQJHU
H[SUHVVLRQ WKDQ µFDQ EH GHGXFHG WR¶ 0RUHRYHU 6R\H] QRZ H[SOLFLWO\ PHQWLRQV






 2WKHU YLVLWRUV HJ OHLVXUH WRXULVWV SDUWLFLSDQWV RI FRPSDQ\ RXWLQJV
FLYLOVHUYDQWV

7KLV FDWHJRUL]DWLRQ LV VLPLODU WR WKH W\SHV RI YLVLWRUV UHFRJQLVHG E\ )UHZ 6R\H]
PDNHVFOHDUKRZHYHUWKDWQRWDOOH[WHUQDOYLVLWRUVDUHLQGXVWULDOWRXULVWV,QKLVYLHZ
WKH PRVW LPSRUWDQW GLIIHUHQFH EHWZHHQ UHJXODU EXVLQHVV WUDYHO DQG RWKHU W\SHV RI







$ WKLUG YLHZ RQ LQGXVWULDO WRXULVP GHILQHV FRPSDQ\ YLVLWV DV D VXEJURXS RI
HFRQRPLFV GLVFRYHULHV GpFRXYHUWHV pFRQRPLTXHV LQ )UHQFK $W WKH ILUVW (XURSHDQ




 /H WRXULVPH GH YLVLWH G¶HQWUHSULVH FRPSDQ\ YLVLW WRXULVP LQYROYHV
YLVLWVWRRSHUDWLRQDOVLWHVRIILUPVLQDOOVHFWRUVRIWKHHFRQRP\
 /H WRXULVPH GH SDWULPRLQH LQGXVWULHO LQGXVWULDO KHULWDJH WRXULVP







VFLHQFH WRXULVP IRUZKLFK QRW WKH LQGXVWULDO V\VWHP EXW WKH NQRZOHGJH LV WKHPDLQ





 2SHQ GRRUV&RPSDQLHV WKDW RSHQ WKHLU VLWH ZLWKRXW PRGLI\LQJ WKHLU
SURGXFWLRQXQLWV7KLVLQFOXGHVILUPVWKDWRSHQWKHLUGRRUVLQFLGHQWDOO\
GXULQJ µRSHQ GD\V¶ ,Q JHQHUDO WKH VWDII WDNHV FDUH RI JXLGLQJ WKH
YLVLWRUV7KHVHILUPVMXVWVKRZKRZWKH\RSHUDWH
 &RPPXQLFDWLRQ FHQWUHV &RPSDQLHV WKDW KDYH GXSOLFDWHG WKHLU









ZKR LQWURGXFHG WKH WHUP µLQGXVWULDO H[SHULHQFH ZRUOGV¶ DV D JURXS QDPH IRU
DWWUDFWLRQV WKDW HQDEOH YLVLWRUV WR OHDUQ PRUH DERXW WKH LQGXVWULHV RI WKH SDVW WKH
SUHVHQWWLPHDQGWKHIXWXUH,QGXVWULDOH[SHULHQFHZRUOGVDUHµWKHPDWLFFRPSOH[DQG
PXOWLIXQFWLRQDOIDFLOLWLHVRQWKHLQWHUIDFHEHWZHHQHFRQRPLFVHQWHUWDLQPHQWKLVWRU\
FRQVXPSWLRQ DQG OHLVXUH¶9LVLWRUVJHW WR OHDUQ VRPHWKLQJ DERXW HFRQRPLF DFWLYLWLHV
PDLQO\ WKURXJK H[KLELWLRQV 7KH\ DUH W\SLFDO H[DPSOHV RI µFRPPXQLFDWLRQ FHQWUHV¶
DOWKRXJK WKH\ RIWHQ DOVR LQFOXGH FRPPHUFLDO XQLWV VKRSV0RVW H[DPSOHV RI SXUH
LQGXVWULDO WRXULVP ± RSHQ GRRUV ± FDQQRW EH FRQVLGHUHG DV YLVLWV WR LQGXVWULDO
H[SHULHQFHZRUOGV
$FFRUGLQJWR6WHLQHFNHLQGXVWULDOH[SHULHQFHZRUOGVFDQEHFDWHJRULVHGDORQJ
WZR D[HV 7KH KRUL]RQWDO D[LV VKRZV WKH GLIIHUHQFH EHWZHHQ KHULWDJH LQGXVWULDO
KHULWDJHWRXULVPDQGPDUNHW6WHLQHFNHXVHVWKHWHUPµPDUNHW¶IRUW\SHVRILQGXVWULDO
H[SHULHQFHZRUOGVLQZKLFKRSHUDWLRQDOILUPVKDYHDFOHDUVWDNHWKH\XVHWKLVW\SHRI
DWWUDFWLRQV DVPDUNHWLQJ DQG SXEOLF UHODWLRQV WRRO +H VWDWHV WKDW LQGXVWULDO KHULWDJH
DWWUDFWLRQV DUH LQ JHQHUDO GHYHORSHG E\ WKH SXEOLF VHFWRU )URP WKH UHJLRQ¶V DQG
YLVLWRUV¶SRLQWRIYLHZSXEOLFDQGSULYDWHLQGXVWULDOH[SHULHQFHV±KHULWDJHDQGPDUNHW
± FDQ EH VHHQ DV HOHPHQWV RI RQH WRXULVP SURGXFW $OWKRXJK WKH WZR W\SHV RI
H[SHULHQFHVKDYH WRGHDOZLWKGLIIHUHQW LQWHUHVWV DQG VWDNHKROGHUV HJ FRQVHUYDWLRQ
YHUVXV XWLOLVDWLRQ WKH\ DOVR VKDUH VRPH FRPPRQ LQWHUHVWV LQ WKH GHYHORSPHQW RI D
FRKHUHQW PDUNHWLQJ VWUDWHJ\ SURGXFW GHYHORSPHQW DQG SURPRWLRQ LQ YLHZ RI WKH
VDPHHFRQRPLFJRDOV
$ORQJ WKHYHUWLFDO D[LV6WHLQHFNHGHVFULEHV WKHGHYHORSPHQW IURPD ORFDWLRQ
6WDQGRUWWRDGHVWLQDWLRQZKLFKDSSOLHVWRERWKKHULWDJHDQGPDUNHWDWWUDFWLRQV,QKLV
YLHZ VXFFHVVIXO LQGXVWULDO H[SHULHQFH ZRUOGV PDQDJH WR EHFRPH WUXH GHVWLQDWLRQV
ZKLFKEDVLFDOO\LPSOLHVDQLQFUHDVHLQVFDOHDQGPXOWLIXQFWLRQDOLW\)RUKHULWDJHVLWHV
KH IRUHVHHV WKH GHYHORSPHQW IURP LQGXVWULDOPXVHXP DQG UHOLFV WR LQGXVWULDO URXWHV



































7KH WHUP µFRQVXPHU H[SHULHQFH WRXULVP¶ LV VRPHZKDWPLVOHDGLQJ EHFDXVH LW
QRW RQO\ WDUJHWV FXUUHQW DQG SRWHQWLDO FRQVXPHUV EXW DOVR EXVLQHVV SDUWQHUV DQG
FRPPXQLW\VWDNHKROGHUV$OVRFRPSDQLHVWKDWGRQRWVHOOSURGXFWVWRHQGFRQVXPHUV
GLUHFWO\ FDQ EH DFWLYH LQ &(7 DV LW PD\ KHOS WKHP WR ³HVWDEOLVK WUXVW DQG
XQGHUVWDQGLQJ LQ WKH VXSSO\ FKDLQ´0RUHRYHU&(7PD\EH XVHG LQ WKH SXEOLF DQG
QRQSURILWVHFWRUVDVZHOO0LWFKHOODQG0LWFKHOO
   &RQF OXV LRQV   RXU GH I LQ L W L RQ R I  LQGXV WU LD O  W RXU L VP

















SROLWLFLDQV DQG EXVLQHVV GHOHJDWLRQV ,Q DFFRUGDQFH ZLWK 6R\H] ZH IRFXV RQ WKH
DUJXPHQWWRYLVLWDVLWHWROHDUQDERXWWKHHFRQRPLFDFWLYLWLHV7KLVLPSOLHVWKDWYLVLWV
IRU EXVLQHVV RU FRPPHUFLDO UHDVRQV RQO\ DUH QRW FDWHJRULVHG DV LQGXVWULDO WRXULVP
KHUHE\ZHUHIHUWRWKHFRQGLWLRQIRUPXODWHGE\6R\H]WKDWDYLVLWVKRXOGQRWGLUHFWO\
VHUYH WKH SURGXFWLRQ SURFHVV $QRWKHU LPSRUWDQW FRQGLWLRQ LV WKDW YLVLWRUV DUH QRW
7KHFRQFHSWRILQGXVWULDOWRXULVP
UHPXQHUDWHGE\WKHFRPSDQLHVWKH\YLVLWFRPSDUDEOHZLWKWKHGHILQLWLRQRIDWRXULVW





WKH\ PRYH µRXWVLGH WKHLU QRUPDO SODFHV RI ZRUN DQG UHVLGHQFH¶ 7KLV LPSOLHV IRU
LQVWDQFH WKDW IDFWRU\ YLVLWV IRU IDPLO\ PHPEHUV RI HPSOR\HHV FDQ DOVR EH VHHQ DV
LQGXVWULDOWRXULVPEHFDXVHWKH\PRYHDZD\IURPWKHLUGDLO\HQYLURQPHQW
 :KDWLVPHDQWZLWKLQGXVWU\"
:H GHILQH LQGXVWULDO WRXULVP DV YLVLWV WKDW LQIRUP SHRSOH DERXW µHFRQRPLF
DFWLYLWLHV¶ LQ WKH SDVW WKH SUHVHQW DQG WKH IXWXUH ,Q WKLV ZD\ ZH HPSKDVL]H WKDW
LQGXVWU\VKRXOGQRWEHGHILQHGDVPDQXIDFWXULQJLQGXVWU\RQO\UHIHUULQJWRWKHZRUN
RI)UHZ:HFKRRVHQRWWRXVHWKHFRQGLWLRQWKDWµWKHFRUHDFWLYLW\RIWKHVLWH¶KDVWR
EH µQRQWRXULVP RULHQWHG¶ EHFDXVH ZH DUJXH WKDW LQGXVWULDO WRXULVWV PD\ DOVR EH
LQWHUHVWHGLQWKHHFRQRPLFDFWLYLWLHVRIWRXULVPRULHQWHGEXVLQHVVHVVXFKDVD]RRRUD
PXVHXP$OVRFRPSDQLHVWKDWSURGXFHVHUYLFHVRUVWRUHDQGGLVWULEXWHSURGXFWVHJ
ORJLVWLFV ILUPV DUH SRWHQWLDO VXSSOLHUV RI LQGXVWULDO WRXULVP $JULFXOWXUDO WRXULVP
ZLQHWRXULVPEHHUWRXULVPSDUOLDPHQWWRXUV WKH\DUHDOOH[DPSOHVRIVSHFLILFW\SHV
RILQGXVWULDOWRXULVPUHODWHGWRRQHVHFWRURUSURGXFW
$QRWKHU FRQFOXVLRQ IURP WKH OLWHUDWXUH UHYLHZ LV WKDW LQGXVWULDO WRXULVP
LQYROYHVYLVLWVWRFRPSDQLHVSULYDWHVHFWRUEXWDOVRWRJRYHUQPHQWVRUJRYHUQPHQW
IXQGHG LQVWLWXWLRQV VXFK DV XQLYHUVLWLHV SXEOLF VHFWRU DQG QRQSURILW RUJDQLVDWLRQV
0LWFKHOO	0LWFKHOO
 :KDWVLWHVDUHLQGXVWULDOWRXULVPDWWUDFWLRQV"




FKRRVH WR DGRSW D UHODWLYHO\ EURDG GHILQLWLRQ RI LQGXVWULDO WRXULVP FRQVLGHULQJ
FRPSDQ\YLVLWVDQGKHULWDJHWRXULVPDVVSHFLILFIRUPVRILQGXVWULDOWRXULVP:HDJUHH
ZLWK0DUFRQHWDOWKDWDOVRVFLHQFHWRXULVPFDQEHVHHQDVLQGXVWULDOWRXULVP±
WKH\XVH WKH WHUPµHFRQRPLFGLVFRYHULHV¶± LI WKHVHDWWUDFWLRQV LQIRUPYLVLWRUVDERXW
LQQRYDWLRQLQHFRQRPLFDFWLYLWLHVLQWKHSDVWWKHSUHVHQWDQGWKHIXWXUH

7KH OLWHUDWXUH UHYLHZ GHPRQVWUDWHV WKDW WKHUH DUH YDULRXV W\SHV RI LQGXVWULDO
WRXULVP DWWUDFWLRQV $V 6WHLQHFNH  H[SODLQHG LQGXVWULDO WRXULVP DWWUDFWLRQV ±
ERWKKHULWDJHDQGPDUNHWVLWHV±PD\HYROYHLQWRIXOOIOHGJHGWRXULVWGHVWLQDWLRQVVXFK
DVEUDQGSDUNVDQGEUDQGGHVWLQDWLRQV7KH WKUHHFDWHJRULHVRI0DUFRQHWDO 
FDQ DOVR EH VHHQ DV WKUHH VWDJHV LQ WKH GHYHORSPHQW IURP D UHODWLYHO\ SDVVLYH DQG
UHDFWLYH RSHQGRRU SROLF\ WR D PRUH SURDFWLYH LQGXVWULDO WRXULVP VWUDWHJ\ ,Q HDFK
VWDJHDQDGGLWLRQDO IXQFWLRQRI LQGXVWULDO WRXULVP± LQGXVWULDO WRXULVPDVDPHDQVRI
FRPPXQLFDWLRQDQGDVRXUFHRILQFRPH±MXVWLILHVDGGLWLRQDOLQYHVWPHQWV,QWKHFDVH
RIYLVLWVWRRSHUDWLRQDOILUPVWKLVHYROXWLRQLPSOLHVWKDWLQGXVWULDOWRXULVPDWWUDFWLRQV
DFTXLUH FKDUDFWHULVWLFV RI FRQVXPHU WRXULVP VHH )UHZ  WKXV EHFRPLQJ OHVV




8VLQJ WKH GHILQLWLRQ RI LQGXVWULDO WRXULVP DV ZH IRUPXODWHG LW DERYH ZH
FKRRVH WR IRFXV RQ WKH PDUNHW VLGH RI LQGXVWULDO WRXULVP LQ WKH WHUPLQRORJ\ RI
6WHLQHFNH  7KLV FKRLFH LV FRQVLVWHQWZLWK RXUPDLQ UHVHDUFK TXHVWLRQ XQGHU
ZKDWFRQGLWLRQVFDQWKHGHYHORSPHQWRILQGXVWULDOWRXULVPEHQHILWWKHFRPSDQLHVWKDW
RSHQ WKHLU GRRUV DQG WKH XUEDQ UHJLRQ LQ ZKLFK WKH\ DUH ORFDWHG":H DQDO\VH WKH
GHYHORSPHQWRILQGXVWULDOWRXULVPLQZKLFKDFWLYHRSHUDWLRQDOFRPSDQLHVµRSHQWKHLU
GRRUV¶:HDUJXHWKDWFRPSDQLHVFDQRSHQWKHLUGRRUVLQGLIIHUHQWZD\VUDQJLQJIURP
SDUWLFLSDWLRQ LQRSHQGRRUGD\V WR WKHGHYHORSPHQWRIDFRPSDQ\PXVHXPRUEUDQG
SDUN7KLVLPSOLHVWKDWWKHGHYHORSPHQWRILQGXVWULDOKHULWDJHWRXULVPLVQRWDSULPDU\
VXEMHFW RI VWXG\ DOWKRXJK ZH GR DFNQRZOHGJH UHODWLRQV EHWZHHQ WKH PDUNHW DQG
KHULWDJH VLGH RI LQGXVWULDO WRXULVP )RU RQH WKLQJ ERWK VLGHV DUH UHOHYDQW IRU WKH




2XU IRFXV RQ WKH PDUNHW VLGH DOVR LPSOLHV WKDW ZH FRQFHQWUDWH RQ YLVLWV WR





UHDVRQ LV WKDW ZH DUH LQWHUHVWHG LQ WKH FRQGLWLRQV XQGHU ZKLFK LQGXVWULDO WRXULVP
EHQHILWVSULYDWHDFWRUVZLWKDORQJWHUPSURILWPRWLYHDVZHOODVUHJLRQDODFWRUVZKR
GHIHQG FROOHFWLYH LQWHUHVWV &RPSDQLHV ZLWK SXEOLF RZQHUVKLS DOVR GHVHUYH RXU
DWWHQWLRQLIWKH\DUH±WRVRPHH[WHQW±DXWRQRPRXVLQWKHLUGHFLVLRQV





:HKDYHFKRVHQ WRXVH WKH WHUPLQGXVWULDO WRXULVPDOWKRXJK WKHUHDUH LQGHHG
YDULRXV RWKHU WHUPV IRU WKH VDPH SKHQRPHQRQ DQG VRPH XVH WKH WHUP LQGXVWULDO











,Q WKH FKDSWHUV WKDW IROORZZHZLOO XVH WKH WHUP LQGXVWULDO WRXULVP EXW DOVR
PDQ\RWKHUWHUPVWKDWDUHUHODWHGWRWKLVSKHQRPHQRQ

 ,QGXVWULDO WRXULVP DWWUDFWLRQV DUH WKH VLWHV WKDW FDQ EH ODEHOOHG DV
LQGXVWULDOWRXULVP











7DNLQJ WKLVDOO WRJHWKHUKRVW ILUPVFDQEHVHHQDV WKHVXSSOLHUVRI LQGXVWULDO
WRXULVPZKLOH LQGXVWULDO WRXULVWV JHQHUDWH GHPDQG IRU FRPSDQ\ YLVLWV DQG FRPSDQ\
WRXUVDWLQGXVWULDOWRXULVPDWWUDFWLRQV
 )URPUHDFWLYHWRSURDFWLYH
$Q LPSRUWDQW FRQFOXVLRQ IURP WKH OLWHUDWXUH UHYLHZ LV WKDW FRPSDQLHV PD\
DGRSWGLIIHUHQWDSSURDFKHVWRLQGXVWULDOWRXULVP

 )UHZ  PDGH D GLVWLQFWLRQ EHWZHHQ SXUH LQGXVWU\ QR YLVLWRUV
DOORZHGHJEHFDXVHRIVDIHW\UHVWULFWLRQVLQGXVWULDOWRXULVPOLPLWHG
DGPLWWDQFHWRWRXULVWVDQGSXUHFRQVXPHUWRXULVPIRUWRXULVWVRQO\





,Q WKH SUHVHQW VWXG\ZHXVH DQRWKHU W\SRORJ\ WKDW FRPELQHV HOHPHQWV RI WKH
WKUHHDXWKRUVPHQWLRQHGDERYH




















SURDFWLYH DW WKH RWKHU +RVW ILUPV ZLWK D SURDFWLYH DSSURDFK FRQVLGHU LQGXVWULDO
WRXULVPDVDVRXUFHRILQFRPHDQGRUDWRRORIPDUNHWLQJDQGSXEOLFUHODWLRQVLQWHUQDO
SUHVVXUH ZKLOH ILUPV ZLWK D UHDFWLYH DSSURDFK RSHQ WKHLU GRRUV LQ UHVSRQVH WR
UHTXHVWV H[WHUQDO SUHVVXUH 7KHVH DQG RWKHU FKDUDFWHULVWLFV RI WKH UHDFWLYH DQG
SURDFWLYHDSSURDFKWRLQGXVWULDOWRXULVPDUHVXPPDULVHGLQWDEOH
&RPSDQLHV ZLWK D UHDFWLYH DSSURDFK WR LQGXVWULDO WRXULVP KDUGO\ LQYHVW LQ
JXLGHG WRXUV RU WKH TXDOLW\ RI WKH VLWH+HQFH WKH FRVWV DUH NHSW ORZ EXW WKH VDPH
DSSOLHV WR WKH EHQHILWV +RVW ILUPV ZLWK D SURDFWLYH DSSURDFK GR LQYHVW LQ VLWH
PRGLILFDWLRQV DQG SURIHVVLRQDO WRXU JXLGHV 7KH\ ZDQW WR WXUQ WKHLU VLWH LQWR D
GHVWLQDWLRQ IRU D ODUJHU DXGLHQFH /DUJH EHQHILWV LQ WHUPV RI LQFRPH DQG
FRPPXQLFDWLRQDUHH[SHFWHGMXVWLI\LQJWKHKLJKHUFRVWVLQYROYHG,QFKDSWHUIRXUZH






&KDQJLQJ FRQGL W LRQV  LQ XUEDQ  UHJ LRQV 
   ,Q WURGXF W LRQ 
,QWKHSUHYLRXVFKDSWHUZHGHVFULEHGWKHGHYHORSPHQWRILQGXVWULDOWRXULVPDV






LQVLJKW LQ WKH SRVVLEOH IXQFWLRQV RI LQGXVWULDO WRXULVP IRU FRPSDQLHV DQG XUEDQ
UHJLRQVLGHQWLI\LQJWKHGULYHUVDQGEDUULHUVLQLQGXVWULDOWRXULVPGHYHORSPHQW7RWKDW
HQGZHGLVFXVVVHYHUDO WKHRULHVDQGFRQFHSWVKHOSLQJXV WR LGHQWLI\ WKHUHDVRQVZK\
SHRSOHYLVLWFRPSDQLHVRUQRWZK\FRPSDQLHVRSHQWKHLUGRRUVRUNHHSGRRUVFORVHG
DQGZK\FLWLHVSURPRWHLQGXVWULDOWRXULVPGHYHORSPHQWRUGHFLGHQRWWR
   7KH XUEDQ  O L I H  F\F O H 
6LQFHWKHLQGXVWULDOUHYROXWLRQLQWKHODWHWKFHQWXU\FLWLHVKDYHH[SHULHQFHG







2QH RI WKH PRGHOV IRU XQGHUVWDQGLQJ WKH VSDWLDOHFRQRPLF GHYHORSPHQW RI
FLWLHV LV 9DQ GHQ %HUJ¶V XUEDQ OLIH F\FOH WKHRU\  (VVHQWLDOO\ WKLV WKHRU\
H[SODLQV KRZ JHQHUDO VRFLDO SROLWLFDO GHPRJUDSKLF DQG WHFKQRORJLFDO FKDQJHV
LQIOXHQFH WKHEHKDYLRXURIXUEDQDFWRUVDQGKRZWKLVUHODWHV WR WKHVSDWLDOHFRQRPLF
GHYHORSPHQWRIFLWLHV7KHLGHDWKDWFLWLHVHYROYHWKURXJKDOLIHF\FOHDOUHDG\HPHUJHG
LQ WKHHDUO\ WZHQWLHWKFHQWXU\*HGGHVEXW LW WRRNXQWLO WKHVEHIRUH WKH
FRQFHSWZDVFRQFHSWXDOLVHGE\9DQGHQ%HUJHW DO +DOO	+D\ DQG
RWKHUV
7KH WKHRU\VWDUWVZLWK WKHDVVXPSWLRQ WKDW IDPLOLHVDQGFRPSDQLHVPD[LPLVH
WKHLUZHOOEHLQJ E\ FKRRVLQJ D ORFDWLRQ WKDW SURYLGHV DFFHVV WR HOHPHQWV WKDW DGG WR
WKHLUZHOOEHLQJ,QOLQHZLWKWKLVWKRXJKWWKHDWWUDFWLYHQHVVRIDORFDWLRQ±IRUUHVLGHQWV
RUFRPSDQLHV±GHSHQGVQRWRQO\RQWKHORFDOVXSSO\RIZHOIDUHHOHPHQWVEXWRQWKH
DFFHVVLELOLW\ RI VXFK HOHPHQWV LQ WKH UHOHYDQW HQYLURQPHQW DVZHOO DOVR VHH%UDXQ
/RFDWLRQGHFLVLRQVGHSHQGRQ WKHDFWRUV¶SUHIHUHQFHV ZKDWZHOIDUHHOHPHQWV
DUH LPSRUWDQW WKHLU DVSLUDWLRQ OHYHOV GHVLUHG OHYHOV RIZHOIDUH HOHPHQWV DQG WKHLU
PRELOLW\ 7KHVH LQGLYLGXDO IDFWRUV DUH LQIOXHQFHG E\ H[WHUQDO FKDQJHV VXFK DV D
JHQHUDO LQFUHDVH LQ SURVSHULW\ FKDQJLQJ VRFLDO YDOXHV DQG WKH DYDLODELOLW\ RI QHZ
WUDQVSRUWPRGHV 7KURXJK WKHLU VSDWLDO EHKDYLRXU IDPLOLHV DQG FRPSDQLHV DIIHFW WKH
VSDWLDOHFRQRPLFGHYHORSPHQWRIFLWLHV
9DQ GHQ %HUJ XVHV KLV PRGHO RI µXUEDQ V\VWHPV LQ D G\QDPLF VRFLHW\¶ WR
H[SODLQ WKHGHYHORSPHQWRI(XURSHDQDQG86FLWLHV WKURXJK WKH VWDJHVRI WKHXUEDQ
OLIH F\FOH XUEDQLVDWLRQ VXEXUEDQLVDWLRQ GHVXUEDQLVDWLRQ GHFRQFHQWUDWLRQ DQG UH
XUEDQLVDWLRQ (DFK VWDJH RI GHYHORSPHQW FDQ EH UHODWHG WR IXQGDPHQWDO FKDQJHV LQ
UHFHQWKLVWRU\VXFKDVLQGXVWULDOLVDWLRQ,WKHULVHRIWKHVHUYLFHDQGWUDQVSRUWVHFWRU
,, WKH LQFUHDVHG LPSRUWDQFH RI TXDOLW\ RI OLIH DQG HQYLURQPHQW ,,, DQG WKH
WUDQVLWLRQ WR DQ LQIRUPDWLRQ VRFLHW\ ,9 7KHVH DQG RWKHU IXQGDPHQWDO FKDQJHV
H[SODLQWKHJURZWKGHFOLQHDQGVSDWLDOGLVWULEXWLRQRISRSXODWLRQDQGHPSOR\PHQWLQ
FHQWUDO FLWLHV DQG WKHLU VXEXUEV WKHFRUH DQG LWV ULQJ LQ WKHYRFDEXODU\RI9DQGHQ
%HUJ
7KHXUEDQ OLIH F\FOHSURYLGHV LQVLJKW LQ WKHSURFHVVRIXUEDQ VSUDZODQG WKH
WUDQVLWLRQ IURP PRQRFHQWULF WR SRO\FHQWULF XUEDQ UHJLRQV D WUHQG WKDW KDV EHHQ
UHFRJQLVHGE\RWKHUVFKRODUVDVZHOOHJ+DOO.ORRVWHUPDQ	0XVWHUG




IRU WKHGHYHORSPHQWRI LQGXVWULDO WRXULVP LW LV LPSRUWDQW WRXQGHUVWDQG WKHG\QDPLF
VSDWLDOGLVWULEXWLRQRILQGXVWULDOILUPVDQGFLWL]HQV,QWKHILUVWVWDJHRIWKHOLIHF\FOH




WKH DYHUDJHGLVWDQFHEHWZHHQSHRSOH DQGZRUNSODFHV:LWK WKH ULVH RI WKH WUDQVSRUW
DQGVHUYLFHVHFWRUDQGWKHLQFUHDVHGLPSRUWDQFHRITXDOLW\RIOLIHDQGHQYLURQPHQWWR
EHIXUWKHUGLVFXVVHGLQWKHQH[WVHFWLRQLQGXVWULDODFWLYLWLHVKDYHEHHQUHORFDWHGDZD\
IURP UHVLGHQWLDO DUHDV DQG WKH HPHUJLQJ FHQWUDO EXVLQHVV GLVWULFWV RI FLWLHV $V D
FRQVHTXHQFH LQGXVWULHV KDYH EHFRPH OHVV YLVLEOH LQ FLWLHV 7KLV SKHQRPHQRQ DOVR




$QRWKHU UHOHYDQW DVSHFW RI WKH XUEDQ OLIH F\FOH IRU LQGXVWULDO WRXULVP
GHYHORSPHQWFRQFHUQVWKHUROHRIWKHORFDOJRYHUQPHQW$VVXPLQJWKDWWKHDLPRID
PXQLFLSDOERDUGLVWRSURPRWHWKHZHOIDUHRILWVORFDOSRSXODWLRQORFDOJRYHUQPHQWV
UHVSRQG WRFKDQJHV LQ WKHXUEDQV\VWHPDQG LWVG\QDPLFHQYLURQPHQWE\FKDQJHV LQ
WKHLUSROLFLHVRQKRXVLQJIDFLOLWLHVOHLVXUHHQYLURQPHQWWUDQVSRUWDQGLQIUDVWUXFWXUH
DQG LQGXVWULDO ORFDWLRQV 7KURXJK WKHVH SROLFLHV JRYHUQPHQWV LQIOXHQFH WKH UHODWLYH
DWWUDFWLYHQHVV RI D UHJLRQ DV ORFDWLRQ IRU FRPSDQLHV DQG UHVLGHQWV 'XULQJ WKH ILUVW
WKUHHVWDJHVRIXUEDQGHYHORSPHQWSROLFLHVW\SLFDOO\IROORZGHPDQGLPSO\LQJWKDWWKH
JRYHUQPHQW VWLPXODWHV WKH WUDQVLWLRQ WR D QH[W VWDJH LQ XUEDQ GHYHORSPHQW )RU




9DQGHU%RUJ 1\VWURP9DQGHQ%HUJ  VWDWHV WKDW D SURDFWLYH
ORFDOJRYHUQPHQWLVQHHGHGWRFUHDWHDQHQYLURQPHQWWKDWLVDWWUDFWLYHIRULQQRYDWLYH










WRXULVPGHYHORSPHQW LQ FLWLHV JOREDOLVDWLRQ DQG VWUXFWXUDO FKDQJHV LQ WKH HFRQRP\
WKH WUDQVLWLRQ WR DQ LQIRUPDWLRQ DQG NQRZOHGJH HFRQRP\ LQFUHDVLQJ FRQFHUQ DERXW
WKH HQYLURQPHQW DQGFOLPDWH FKDQJHJURZLQJDWWHQWLRQ WR FRUSRUDWH FLWL]HQVKLS WKH
WUDQVLWLRQWRDQH[SHULHQFHHFRQRP\DQGWKHJURZLQJDWWHQWLRQWRVDIHW\DQGVHFXULW\
$V LQGLFDWHG LQ WKH ILJXUH EHORZ WKHVH DQG RWKHU WUHQGV DIIHFW WKH VSDWLDOHFRQRPLF
EHKDYLRXU SUHIHUHQFHV DVSLUDWLRQ OHYHOV PRELOLW\ RI DFWRUV LQ WKH XUEDQ V\VWHP
UHVLGHQWVYLVLWRUVFRPSDQLHVLQYHVWRUVJRYHUQPHQWV















LQWHUQDWLRQDOLVDWLRQ RI WKH HFRQRP\ HQDEOHG E\ WKH DGYDQFH LQ WUDQVSRUW DQG
LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJLHV +DOO  6DVVHQ 
*OREDOLVDWLRQ FDQ EH GHVFULEHG DV µWKH ZKROH PRYHPHQW WRZDUG D VLQJOH ZRUOG
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
HFRQRP\ DQG D VLQJOH ZRUOG VRFLHW\¶ 6WRQHFLSKHU  S  *OREDOLVDWLRQ
LPSOLHVWKDWHYHUPRUHHFRQRPLFDFWLYLWLHVDUHRUJDQLVHGRQWKHZRUOGVFDOHDQGWKDW
WKH JHRJUDSKLFDO PDUNHW DUHDV KDYH EHFRPH PXFK PRUH FRKHUHQW 'LFNHQ 
+RZHYHUWKHWHUPQRWRQO\UHIHUVWRWKHRQJRLQJLQWHUQDWLRQDOLVDWLRQRIEXVLQHVVEXW
DOVRHQFRPSDVVHVWKHLQFUHDVLQJSROLWLFDOVRFLDODQGFXOWXUDOH[FKDQJH
$V D UHVXOW RI JOREDOLVDWLRQ FLWLHV KDYH EHFRPH QRGHV LQ D JOREDO YLOODJH D
ZRUOGZLGH QHWZRUN LQ ZKLFK HFRQRPLF DFWLYLWLHV WHQG WR WDNH SODFH DW WKH PRVW
IDYRXUDEOH ORFDWLRQ&RPSDQLHV LQFUHDVLQJO\ LJQRUHQDWLRQDOERUGHUV WDNLQJDQHYHU








PDUNHWV WKDW XVHG WR EH XQGHU JRYHUQPHQW FRQWURO HQHUJ\ EDQNV WUDQVSRUW
WHOHFRPPXQLFDWLRQHWF0RUHRYHUWUDGHEDUULHUVKDYHEHHQUHGXFHGWRDJUHDWH[WHQW
E\ WKH GHYHORSPHQW RI WUDGH EORFV VXFK DV WKH (XURSHDQ 8QLRQ DQG WKH 1RUWK







LQGXVWULDO GHFOLQH GXH WR WKH UHORFDWLRQ RI DFWLYLWLHV WR FRXQWULHV ZLWK D PRUH
IDYRXUDEOH EXVLQHVV HQYLURQPHQW QRWDEO\ LQ WHUPV RI ODERXU FRVWV 7KH QXPEHU RI









WR FRPSHWHZLWK&KLQHVH FLWLHV RQ WKH ODUJHVFDOH SURGXFWLRQ RI ORZWHFK FRQVXPHU
SURGXFWV /DERXU FRVWV LQ (XURSH DUH RIWHQ WRR KLJK IRU WKHVH NLQGV RI DFWLYLWLHV
&RPSHWLWLRQ IURP µFKHDS ODERXU FRXQWULHV¶ KDV IRUFHG (XURSHDQ UHJLRQV DQG WKHLU
EXVLQHVVHVWRIRFXVRQTXDOLW\GHVLJQDQGLQQRYDWLRQUDWKHUWKDQSULFH
7KH JURZLQJ LQWHUGHSHQGHQF\ RI ORFDWLRQV KDV VWUHQJWKHQHG WKH JOREDO
FRPSHWLWLRQEHWZHHQXUEDQUHJLRQV$OWKRXJKVRPHVWDWH WKDWFRPSHWLWLRQVKRXOGEH
DQDWWULEXWHRIFRPSDQLHVRQO\DQGQRWRIFLWLHVUHJLRQVRUQDWLRQV.UXJPDQ







VKLIW WR DQ LQIRUPDWLRQ DQG NQRZOHGJH HFRQRP\ ,Q WKH ODWH V 9DQ GHQ %HUJ
DQG&DVWHOOV DOUHDG\IRUHVDZWKDW WKHULVHRI LQIRUPDWLRQVHFWRU
ZRXOGKDYHDJUHDWLPSDFWRQWKHIXQFWLRQLQJRIFLWLHVWDONLQJDERXWDWUDQVLWLRQWRDQ
LQIRUPDWLRQDJHRUHUD
$Q LPSRUWDQW GULYHU RI WKH LQIRUPDWLRQ HFRQRP\ LV WHFKQRORJLFDO FKDQJH
SDUWLFXODUO\ LQ WKH ILHOG RI LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJLHV ,&7
,QQRYDWLRQVLQ,&7VWLPXODWHWKHH[FKDQJHRILQIRUPDWLRQLQPDQ\ZD\VLQIRUPDWLRQ
FDQEHH[FKDQJHGRQORQJHUGLVWDQFHVZLWKKLJKHUVSHHGVZLWKPRUHLQWHUDFWLRQZLWK
PRUH IOH[LELOLW\ HWF ,&7 KDV DW OHDVW WZR LPSRUWDQW LPSOLFDWLRQV IRU HFRQRPLF
DFWLYLWLHV )LUVW LW DOORZV DFWLYLWLHV WR EH µIUDJPHQWHG LQWR WDVNV WKDW DUH ZLGHO\
GLVWULEXWHGRYHUVSDFHDQGDFURVVWLPH¶&RXFOHOLVS6HFRQG,&7PDNHV
LWSRVVLEOH WRFRPELQHZRUNZLWKRWKHUDFWLYLWLHV WKH WUDGLWLRQDOERXQGDULHVEHWZHHQ
ZRUNKRPHDQGOHLVXUHVHHPWREOXU:HOOPDQ:LWWHO
,Q WKH SDVW VHYHUDO VFKRODUV HJ &DLUQFURVV  KDYH SUHGLFWHG WKDW
JOREDOLVDWLRQ DQG WKH ,&7 UHYROXWLRQZRXOG FDXVH D µGHDWK RI GLVWDQFH¶ ,I GLVWDQFH
GLHGFLWLHVZRXOG ORVH WKHLU ULJKW WRH[LVW WRR2WKHUVKRZHYHUDUJXH WKDWFLWLHVDUH
VWLOO WKH HQJLQHV RI HFRQRPLF JURZWK IRU RQH WKLQJ EHFDXVH RI µPDVVLYH ORFDWLRQ
LQHUWLD¶ +DOO 2QH H[SODQDWLRQ IRU WKH VXUYLYDO RI GLVWDQFH LV WKDW HFRQRPLF
DFWLYLWLHV DUH HPEHGGHG LQ RQJRLQJ VRFLDO LQVWLWXWLRQV RU UHJLRQDO QHWZRUNV
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
*UDQRYHWWHU   $QRWKHU LV WKDW QHZ PHDQV RI FRPPXQLFDWLRQ PRELOH
SKRQH WKH LQWHUQHW KDYH QRW UHGXFHG WKH QXPEHU RI IDFHWRIDFH FRQWDFWV
7HFKQRORJLFDO LQQRYDWLRQKDV LQGHHGPDGH LW HDVLHU DQGFKHDSHU WR WUDQVSRUWJRRGV
SHRSOHDQGLGHDVEXWWKLVUHGXFWLRQLQJHQHUDOLVHGWUDQVSRUWDWLRQFRVWVKDVEHHQSDUWO\
RIIVHWE\LQFUHDVHGRSSRUWXQLW\FRVWVRI WUDYHOOLQJGXH WRKLJKHU LQFRPHOHYHOV WLPH
KDVEHFRPHPRUHH[SHQVLYH*ODHVHU.RONR	6DL](FRQRPLFDFWLYLWLHVVWLOO
WHQG WR FOXVWHU LQ FLWLHV EHFDXVH WKH\ DUH OLQNHG E\ µFRPPRQDOLWLHV DQG
FRPSOHPHQWDULWLHV¶3RUWHUS7KH\EHQHILWIURPSRVLWLYHH[WHUQDOLWLHVVXFK
DV NQRZOHGJH VSLOORYHUV DFFHVV WR VSHFLDOLVHG LQSXWV DQG VHUYLFHV IURP VXSSRUWLQJ
LQGXVWULHVDQGDFFHVVWRDFRPPRQODERXUSRRO0DUVKDOO
0RUHUHFHQWO\WKHHPSKDVLVKDVVKLIWHGIURPLQIRUPDWLRQWRNQRZOHGJHDVWKH
PDLQ GULYHU RI XUEDQ HFRQRPLHV 1RZDGD\VPDQ\ VFKRODUV GHILQH NQRZOHGJH DV D
SURGXFWLRQIDFWRUZKLFKFDQSURGXFHEHQHILWVUHIHUULQJWR'UXFNHU&RXQWULHV
DQG UHJLRQV LQ (XURSH ZDQW WR GHYHORS WKHLU NQRZOHGJHEDVHG HFRQRP\ PDLQO\
EHFDXVH RI LQFUHDVLQJ FRPSHWLWLRQ RQ D JOREDO VFDOH VHH0DOHFNL .HDUQV	







PHHWLQJSODFHV DQG WKHPHWURSROLWDQ DWPRVSKHUH(VSHFLDOO\ LQ VRFDOOHGKLJKWRXFK
VHFWRUV PHGLD GHVLJQ IDVKLRQ DGYHUWLVHPHQW HWF FLWLHV FDQ IDFLOLWDWH
XQSURJUDPPHGH[FKDQJHRI LQIRUPDWLRQ+DOO ,Q WKLVFUHDWLYH LQGXVWU\ILUPV
VHHPWRDSSUHFLDWHFORVHUHODWLRQVZLWKWKHFXVWRPHUVFLWL]HQVFRPSDQLHVDQGXUEDQ
DUHDVDUHRIWHQWKHFUDGOHRIQHZWUHQGVLQPXVLFGHVLJQIDVKLRQDQGDUWV
$ NH\ IHDWXUH RI WKH NQRZOHGJH HFRQRP\ LV WKH LPSRUWDQFH RI QHWZRUNV
&RPSOH[ SURGXFWLRQ SURFHVVHV DQG D KLJKO\ G\QDPLF WHFKQRORJLFDO DQG HFRQRPLF
HQYLURQPHQW GHPDQG VWURQJ LQWHUDFWLRQ EHWZHHQ ILUPV DQG NQRZOHGJH LQVWLWXWLRQV
3URGXFWOLIHF\FOHVEHFRPHVKRUWHUUHTXLULQJIDVWHUSURGXFWGHYHORSPHQWDQGKHQFH
IDVWHUH[FKDQJHRI LQIRUPDWLRQDQGNQRZOHGJH7KHUH LVDVKLIW IURPFORVHG WRRSHQ
LQQRYDWLRQPRGHOV&KHVEURXJK)RUFRPSDQLHVLWLVLQFUHDVLQJO\LPSRUWDQWWR
EHHPEHGGHG LQ ORFDO DQGJOREDOQHWZRUNV WKDWSURYLGH WKHPDFFHVV WR LQIRUPDWLRQ
DQG DOORZ WKHP WR UHVSRQG PRUH TXLFNO\ WR FKDQJHV LQ WKH PDFURHQYLURQPHQW

FKDQJLQJPDUNHWV FKDQJLQJ WHFKQRORJLHV HWF1HWZRUNV DUHQHHGHG WRPDNHQHZ
FRPELQDWLRQVµQHXH.RPELQDWLRQHQ¶E\LQQRYDWLRQVLQSURGXFWVSURFHVVHVPDUNHWV
LQSXWVDQGRUJDQL]DWLRQDOIRUPV6FKXPSHWHU&LWLHVFDQUHVSRQGWRWKDWQHHG
E\ SURYLGLQJ DQ HQYLURQPHQW ZKLFK VXSSOLHV JRRG FRQGLWLRQV IRU HQWUHSUHQHXUVKLS
QHWZRUNGHYHORSPHQWDQGLQQRYDWLRQ
 ,QFUHDVLQJFRQFHUQDERXWWKHHQYLURQPHQWDQGFOLPDWHFKDQJH
6LQFH WKH &OXE RI 5RPH SXEOLVKHG LWV UHSRUW µ7KH /LPLWV WR *URZWK¶
0HDGRZV HW DO  FRQFHUQ IRU WKH HQYLURQPHQW KDV JDLQHG LPSRUWDQFH RQ WKH
JOREDO DJHQGD DV ZHOO DV RQ WKH DJHQGDV RI ORFDO SROLF\ PDNHUV 7KH LQFUHDVLQJ
DWWHQWLRQ WR WKH HQYLURQPHQW FDQ EH VHHQ DV D E\SURGXFW RI LQFUHDVLQJ SURVSHULW\
ZKLFKJHQHUDOO\PDNHVSHRSOHPRUHDZDUHRIKLJKHURUGHUQHHGV0DVORZ%XW
RI FRXUVH WKH PRVW LPSRUWDQW UHDVRQ LV VLPSO\ WKH IDFW WKDW ZRUOGZLGH HFRQRPLF
JURZWK VSXUUHG E\ JOREDOLVDWLRQ KDV DOUHDG\ GDPDJHG WKH HQYLURQPHQW $OVR WKH
LPSDFWRIWRXULVPRQWKHHQYLURQPHQWKDVEHFRPHDQLPSRUWDQWWRSLFRIGHEDWH09
5XVVR6LQFHWKHVZRUULHVDERXWFOLPDWHFKDQJHDQGHYLGHQFHRIVWUXFWXUDO
FKDQJHV LQ FOLPDWH FRQGLWLRQV KDYH VWUHQJWKHQHG WKH FDOO IRU HQYLURQPHQWDO
SUHVHUYDWLRQ 1DWLRQDO JRYHUQPHQWV KDYH FRPPLWWHG WKHPVHOYHV WR LQWHUQDWLRQDO
DJUHHPHQWVVXFKDVWKH.\RWR3URWRFRODQGWKH&RSHQKDJHQ$FFRUG


















IXQGDPHQWDO WUHQGZHZDQW WRGLVFXVVKHUH WKHLQFUHDVLQJSUHVVXUHRQFRPSDQLHVWR
JLYHHYLGHQFHRIJRRGFRUSRUDWHFLWL]HQVKLSRUFRUSRUDWHVRFLDOUHVSRQVLELOLW\&65
&65 FDQ EH GHILQHG DV µD FRQFHSW ZKHUHE\ FRPSDQLHV LQWHJUDWH VRFLDO DQG
HQYLURQPHQWDOFRQFHUQVLQWKHLUEXVLQHVVRSHUDWLRQVDQGLQWKHLULQWHUDFWLRQVZLWKWKHLU
VWDNHKROGHUV RQ D YROXQWDU\ EDVLV¶ (XURSHDQ&RPPLVVLRQ  S 7KH VKLIW RI
SRZHUIURPWKHSXEOLFWRWKHSULYDWHVHFWRUGXHWROLEHUDOLVDWLRQDQGJOREDOLVDWLRQKDV
LQFUHDVHG VRFLHW\¶V H[SHFWDWLRQV WRZDUGV FRPSDQLHV %RXGKDQ HW DO *R\GHU
(ONLQJWRQ &RPSDQLHV KDYH WR GR WKHLU EHVW WR EHFRPH D µQHLJKERU RI
FKRLFH¶%XUNH:LWKLQFUHDVLQJSURVSHULW\DQGFRQFHUQDERXWWKHHQYLURQPHQW
EXWDOVRDERXWVRFLDODQGHFRQRPLFFRQGLWLRQVVRFLHW\LQFUHDVLQJO\IRUFHVFRPSDQLHV
WR JLYH DFFRXQW RI WKHLU FRQWULEXWLRQ WR WKH FRPPXQLWLHV LQZKLFK WKH\ RSHUDWH IRU
LQVWDQFHE\LQFOXGLQJWULSOH33HRSOH3ODQHW3URILWSHUIRUPDQFHLQGLFDWRUVLQWKHLU
DQQXDO UHSRUWV $V D UHVXOW UHSXWDWLRQ DQG VWDNHKROGHU PDQDJHPHQW EHFRPH PRUH
LPSRUWDQWIRUFRPSDQLHV
2QH RI WKH PDLQ GULYHUV EHKLQG WKLV GHYHORSPHQW LV WKH LQFUHDVLQJ
WUDQVSDUHQF\ RI FRUSRUDWH EHKDYLRXU SDUWLFXODUO\ WKH GHYHORSPHQW RI LQWHUQHW DQG
RWKHUPDVVPHGLDKDVVWUHQJWKHQHGWKHLQIOXHQFHRIQRQJRYHUQPHQWDORUJDQLVDWLRQV
LQWHUHVW JURXSV DQG LQGLYLGXDOV RQ D FRPSDQ\¶V OLFHQVH WR RSHUDWH %HFDXVH PRUH
LQIRUPDWLRQ RQ FRUSRUDWH EHKDYLRXU LV DYDLODEOH VWDNHKROGHUV ZKR DUH SRWHQWLDOO\
LQYROYHG LQ WUDQVDFWLRQV ZLWK D FRPSDQ\ FRQVXPHUV HPSOR\HHV MRE VHHNHUV
JRYHUQPHQWVVXSSOLHUVEX\HUVHWF WDNHWKLV LQIRUPDWLRQLQWRDFFRXQW:KLOHVRPH
FRPSDQLHV DGRSW D UHDFWLYH RU GHIHQVLYH DSSURDFK ± GHQ\LQJ RU FRQWHVWLQJ
UHVSRQVLELOLWLHV ± PDQ\ FRPSDQLHV QRZDGD\V KDYH DGRSWHG D SURDFWLYH DSSURDFK
GRLQJPRUHWKDQLVUHTXLUHG&ODUNVRQ:KLOHSDVVLYH&65VWUDWHJLHVDUHDLPHG
DWGDPDJHFRQWUROSURDFWLYH&65VWUDWHJLHVIRFXVRQFRPSHWLWLYHDGYDQWDJHV%XUNH
%RXGKDQ HW DO *R\GHU $V FRPSDQLHV JHWPRUH DZDUH RI WKHLU




DQG FRQIURQWDWLRQ¶ W\SLFDO IRU D VWDNHKROGHU GHEDWH $ SURDFWLYH RU LQWHUDFWLYH
DSSURDFK WR LQWHUQDWLRQDO FRUSRUDWH UHVSRQVLELOLW\ LPSOLHV WKDW PXOWLQDWLRQDO

FRPSDQLHV UHVSRQG WR JOREDOLVDWLRQ E\ VHDUFKLQJ IRU DFWLYH SDUWQHUVKLSV LQ DOO WKH
FRPPXQLWLHVLQZKLFKWKH\RSHUDWH9DQ7XOGHU	9DQGHU=ZDUW







6RX UFH  $  V W DNHKR OGH U  I U DPHZRUN  IR U  DQD O\] LQJ  DQG  HYD OXD W L QJ  FR USR UD W H  VRF L D O 
SH U IR UPDQFH  & OD UN VRQ     
 7KHWUDQVLWLRQWRDQH[SHULHQFHHFRQRP\
$QRWKHU UHOHYDQW WUHQG IRU XQGHUVWDQGLQJ WKH GHYHORSPHQW RI LQGXVWULDO
WRXULVPLVWKHWUDQVLWLRQWRZKDWVRPHKDYHODEHOOHGDQH[SHULHQFHHFRQRP\3LQHDQG
*LOPRUH   ZURWH DERXW WKH µSURJUHVVLRQ RI HFRQRPLF YDOXH¶ IURP WKH
H[WUDFWLRQRIFRPPRGLWLHVWKHSURGXFWLRQRIJRRGVDQGWKHGHOLYHU\RIVHUYLFHVWRWKH
FUHDWLRQ RI DQ H[SHULHQFH $Q LPSRUWDQW GULYHU EHKLQG WKLV WUDQVLWLRQ LV WKH ULVLQJ
DIIOXHQFH RI WKH SRSXODWLRQZKLFK DOORZV VXSSOLHUV RI H[SHULHQFHV WR FKDUJH KLJKHU
SULFHV 7KH WUDQVLWLRQ VKRXOG QRW EH XQGHUVWRRG DV WKH GLVDSSHDUDQFH RI JRRGV DQG
VHUYLFHVEXWUDWKHUDVWKHDGGLWLRQRIH[SHULHQFHWRH[LVWLQJSURGXFWV%UDXQ
([SHULHQFHFDQKHOSFRPSDQLHVEXWDOVRFLWLHVWRGLIIHUHQWLDWHWKHLUSURGXFWVDQGWKHLU
FRPSHWLWLYH SRVLWLRQ ,Q D G\QDPLF DQG FRPSHWLWLYH HQYLURQPHQW LW EHFRPHV
LQFUHDVLQJO\GLIILFXOWWRFODLPXQLTXHVHOOLQJSRLQWVEDVHGRQSURGXFWFKDUDFWHULVWLFV

 9DQ 7XOGHU 	 9DQ GHU =ZDUW  S  GLVWLQJXLVK IRXU DSSURDFKHV WR FRUSRUDWH VRFLDO









WKH8QLWHG 6WDWHV RQ  6HSWHPEHU  FKDQJHG WKH VRFLHW\¶V YLHZ RQ VDIHW\ DQG
VHFXULW\ GUDPDWLFDOO\ ± ZLWK IDU UHDFKLQJ FRQVHTXHQFHV IRU WKH WRXULVP LQGXVWU\
:LONV	3DJH
   ,PSO L FD W LRQV  IRU XUEDQ GHYH ORSPHQW 
*OREDOLVDWLRQDQGVWUXFWXUDOFKDQJHVLQWKHHFRQRP\WKHVKLIWWRDQLQIRUPDWLRQDQG
NQRZOHGJHHFRQRP\ LQFUHDVLQJFRQFHUQDERXW WKHHQYLURQPHQWDQGFOLPDWHFKDQJH
JURZLQJ DWWHQWLRQ WR FRUSRUDWH FLWL]HQVKLS WKH WUDQVLWLRQ WR DQ H[SHULHQFH HFRQRP\
DQG WKH JURZLQJ DWWHQWLRQ WR KHDOWK VDIHW\ DQG VHFXULW\ DUH IXQGDPHQWDO WUHQGV WKDW
FKDQJHWKHSOD\LQJILHOGIRUFLWLHV1RQHRIWKHVHWUHQGVFDQEHLVRODWHGIURPWKHRWKHU
WKH\ DUH DOO LQWHUUHODWHG 7RJHWKHU WKH\ LQIOXHQFH WKH EHKDYLRXU RI WKH DFWRUV LQ WKH
XUEDQ V\VWHP SRWHQWLDO UHVLGHQWV LQYHVWRUV FRPSDQLHV DQG YLVLWRUV EXW DOVR
JRYHUQPHQWVDQGLQVWLWXWLRQVVXFKDVVFKRROVKRVSLWDOVDQGKRXVLQJFRUSRUDWLRQV2Q
WKHLUWXUQWKHDFWRUVLQWKHXUEDQV\VWHPDIIHFWWKHVSDWLDOHFRQRPLFDQGVRFLRFXOWXUDO
GHYHORSPHQW RI WKH FLW\ IRU LQVWDQFH E\ GHFLGLQJ WR YLVLW D FLW\ RU QRW WR E\
FKRRVLQJWRVHWWOHGRZQRUQRWWRRUE\LQYHVWPHQWVLQLQIUDVWUXFWXUHDQGIDFLOLWLHV,Q









 6HFXULW\ LV D EURDGHU QRWLRQ WKDQ VDIHW\ 9DQ GHQ%HUJ HW DO  DV LW DOVR FRPSUHKHQGVPRUH
LQWDQJLEOHWKUHDWVVXFKDVWHUURULVWDWWDFNVDQGGLVDVWHUV




















7KH JURZLQJ FRQFHUQ DERXW WKH HQYLURQPHQW KDV PDGH SXEOLF DQG SULYDWH
DFWRUVDZDUHWKDWWKHFRPSHWLWLYHQHVVRIFLWLHVVKRXOGQRWRQO\EHGHILQHGLQWHUPVRI
SURGXFWLYLW\ DV IRU LQVWDQFH3RUWHU  VXJJHVWHG RU DV WKH DELOLW\ WR FUHDWH DQG
VXVWDLQ MREV 0DUNXVHQ  )U\  ,W KDV EHFRPH PRUH FRPPRQ WR GHILQH
XUEDQFRPSHWLWLYHQHVVDVDPXOWLIDFHWHGSHUIRUPDQFHLQGLFDWRUDVSURSRVHGE\%HJJ
 DQG 'HDV 	 *LRUGDQR  $FFHSWLQJ WKLV EURDGHU GHILQLWLRQ RI
FRPSHWLWLYHQHVVDQDWWUDFWLYHORFDWLRQHQYLURQPHQWLVDNH\GHWHUPLQDQWRIHFRQRPLF
SHUIRUPDQFH9DQGHQ%HUJ9DQGHU0HHU	2WJDDU
,Q FRQIRUPLW\ ZLWK WKLV EURDGHU YLHZ RQ XUEDQ FRPSHWLWLYHQHVV VXVWDLQDEOH
XUEDQGHYHORSPHQWKDVEHFRPHDOHDGLQJSDUDGLJPLQXUEDQGHYHORSPHQWDQGXUEDQ
PDQDJHPHQW VHH LD %UDPH]]D 9DQ GHQ%HUJ	%UDXQ  6XVWDLQDEOH
XUEDQGHYHORSPHQWFDQEHGHILQHGDVDW\SHRIGHYHORSPHQWWKDWLVLQWKHLQWHUHVWRI
SUHVHQW JHQHUDWLRQV EXW DW WKH VDPH WLPH UHVSHFWV WKH QHHGV RI IXWXUH JHQHUDWLRQV
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
EXLOGLQJ RQ WKH ZHOONQRZQ %UXQGWODQG GHILQLWLRQ :&('  /LNH XUEDQ
FRPSHWLWLYHQHVV VXVWDLQDEOH XUEDQ GHYHORSPHQW LV D PXOWLIDFHWHG QRWLRQ ZLWK
HFRQRPLFHQYLURQPHQWDOVRFLDODQGFXOWXUDOGLPHQVLRQV+DOO	3IHLIIHU9DQ
:LQGHQ  $FFRUGLQJ WR WKLV EURDGHU GHILQLWLRQ VXVWDLQDEOH GHYHORSPHQW DOVR
UHODWHVWRKHDOWKVDIHW\DQGVHFXULW\
 7KHLQFUHDVLQJQHHGIRUFRRSHUDWLRQEHWZHHQVWDNHKROGHUV
7KH FRPSHWLWLRQ EHWZHHQ FLWLHV WKH VKLIW RI SRZHU DQG UHVSRQVLELOLWLHV IURP
WKHSXEOLFWRWKHSULYDWHVHFWRUDQGWKHJURZLQJFRQFHUQDERXWWKHHQYLURQPHQWKDYH
LQFUHDVHG WKH LPSRUWDQFH RI FRRSHUDWLRQ EHWZHHQ VWDNHKROGHUV DV D GHWHUPLQDQW RI
XUEDQ FRPSHWLWLYHQHVV 8UEDQ FRPSHWLWLYHQHVV LV QRW RQO\ VXEMHFW WR HFRQRPLF
GHWHUPLQDQWV VXFK DV IDFWRUV RI SURGXFWLRQ LQIUDVWUXFWXUH ORFDWLRQ HFRQRPLF
VWUXFWXUHDQGXUEDQDPHQLWLHVEXWDOVR WRVWUDWHJLFGHWHUPLQDQWV VXFKDVJRYHUQPHQW
HIIHFWLYHQHVV XUEDQ VWUDWHJ\ SXEOLFSULYDWH FRRSHUDWLRQ DQG LQVWLWXWLRQDO IOH[LELOLW\
.UHVO7KHFKDQJLQJHQYLURQPHQWLQZKLFKFLWLHVRSHUDWHUHTXLUHVQHZIRUPV
RI XUEDQJRYHUQDQFHZLWKPRUH LQWHQVHSXEOLFSULYDWH LQWHUDFWLRQ LQ WZRGLUHFWLRQV
+DUYH\.RRLPDQ
7KH FLW\ FDQ EH VHHQ DV D µVKDUHG SRZHU ZRUOG¶ LQ ZKLFK WKH UHTXLUHG
NQRZOHGJH SRZHU DQG UHVRXUFHV WR LPSURYH FRPSHWLWLYHQHVV DUH GLVWULEXWHG DPRQJ
YDULRXVRUJDQLVDWLRQVDQGVHFWRUV %U\VRQ	&URVE\7KHDFWRUV LQ WKHXUEDQ
V\VWHP KDYH WKHLU RZQ VSHFLILF LQWHUHVWV EXW DOVR VKDUH D FROOHFWLYH LQWHUHVW LQ DQ
DWWUDFWLYHHQYLURQPHQW$FLW\RUPHWURSROLWDQUHJLRQ³HVWDEOLVKHVDVSHFLDOFROOHFWLYH
LQWHUHVW DPRQJ LQGLYLGXDOV´ SRVVLEO\ DOORZLQJ WKH GHYHORSPHQW RI XUEDQ UHJLPHV
JURZWKFRDOLWLRQVRUSROLF\QHWZRUNV/RJDQ	0RORWFK&DVWHOOV6WRQH
8UEDQJRYHUQDQFHDVVXPHVD µPXOWLVWDNHKROGHU VFHQDULR¶ZKLFK LPSOLHV WKDW




JHQHUDWH QHZ LGHDV DQG WR GHYHORS DQG LPSOHPHQW D SROLF\ GHVLJQHG WR UHVSRQG WR
IXQGDPHQWDO GHYHORSPHQWV DQG FUHDWH FRQGLWLRQV IRU VXVWDLQDEOH GHYHORSPHQW 1RW
RQO\VFKRODUVEXWDOVRLQWHUQDWLRQDORUJDQLVDWLRQVVXFKDVWKH8QLWHG1DWLRQVDQGWKH









GHQ%HUJ.ODDVVHQ	9DQGHU0HHU %XXUVLQN $VKZRUWK DQG9RRJG




	9RRJG  DV D GHWHUPLQDQW RI FRPSHWLWLYHQHVV 6WUDWHJLF LPDJHPDQDJHPHQW
KDVJDLQHGLPSRUWDQFH.RWOHUHWDOFLWLHVDUHLQFUHDVLQJO\LQWHUHVWHGLQKRZ
WKH\ DUH SHUFHLYHG E\ YDULRXV WDUJHW JURXSV DQG LQ LQWHUYHQWLRQV WR LPSURYH WKHVH
SHUFHSWLRQV7KH\ORRNIRUDWWUDFWLRQVWKDWFDQVXSSRUWWKHGHVLUHGLPDJH3URPRWLRQDO
DFWLYLWLHV DUH QRW VXIILFLHQW WR FKDQJH WKH LPDJH RI D FLW\ RU UHJLRQ ,Q WRXULVP IRU
LQVWDQFH WKH SHUFHSWLRQV RI WUDYHOOHUV DUH GHSHQGHQW RQ YDULRXV VRXUFHV RI




&LW\PDUNHWLQJ FDQ EH XVHG WRPDNH FLWLHVPRUH FRPSHWLWLYH LQ WKH EURDGHU
VHQVHRIWKHZRUG$V%UDXQH[SODLQHGLWLVDSKLORVRSK\WKDWFDQEHQHILWWKH
FLW\¶V SRSXODWLRQ HPSKDVLVLQJ WKDW µPDUNHWLQJ LV QRW QHFHVVDULO\ UHVWULFWHG WR WKH
SXUSRVH RI PDNLQJ SURILW EXW « LW FRXOG DOVR EH XVHIXO LQ DFKLHYLQJ EURDGHU
FLW\ZLGHREMHFWLYHV¶)XUWKHUPRUHLWVKRXOGEHQRWHGWKDWFLW\PDUNHWLQJLVQRWRQO\D
WDVNRIWKHORFDOJRYHUQPHQWEXWSDUWRIXUEDQJRYHUQDQFHDVGHILQHGDERYH
   ,PSO L FD W LRQV  IRU  LQGXV WU LD O  W RXU L VPGHYH ORSPHQW 
7KH IXQGDPHQWDO WUHQGV LQ WKH H[WHUQDO HQYLURQPHQW KDYH LPSOLFDWLRQV IRU
XUEDQ GHYHORSPHQW LQ JHQHUDO EXW ZKDW DUH WKH PRUH VSHFLILF LPSOLFDWLRQV IRU
LQGXVWULDO WRXULVPGHYHORSPHQW"+RZGR WKHVH WUHQGV H[SODLQZK\ FRPSDQLHV RSHQ
WKHLU GRRUV RU NHHS WKHP FORVHG ZK\ XUEDQ UHJLRQV GHYHORS LQGXVWULDO WRXULVP RU
FKRRVH QRW WR GR VR DQG ZK\ SHRSOH YLVLW FRPSDQLHV"  %HORZ ZH GLVFXVV YDULRXV
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
GULYHUV RI LQGXVWULDO WRXULVP EXW DOVR LGHQWLI\ WZR LPSRUWDQW EDUULHUV LQ WKH
GHYHORSPHQWRIFRPSDQ\WRXUVVHHILJXUH



















RQH RI WKH PRVW HIIHFWLYH WKRXJK DOVR UHODWLYHO\ H[SHQVLYH PHWKRGV WR LQIOXHQFH
SHRSOH¶V SHUFHSWLRQV 7KH LQFUHDVLQJ SUHVVXUH RQ WKH OLFHQVH WR RSHUDWH DQG WKH
JURZLQJ WUDQVSDUHQF\ RI FRUSRUDWH EHKDYLRXU PDNH FRPSDQ\ YLVLWV D SRWHQWLDOO\
XVHIXO WRRO RI SXEOLF UHODWLRQV DQGPDUNHWLQJ &RPSDQ\ WRXUV QRW RQO\ SURYLGH WKH






NQRZOHGJH HFRQRP\ LQ ZKLFK ORFDO QHWZRUNV DUH DV LPSRUWDQW DV JOREDO QHWZRUNV
0DQ\ FRPSDQLHV DUH HPEHGGHG LQ ORFDO FOXVWHUV ZLWK VXSSOLHUV FXVWRPHUV DQG




RI RWKHU SRWHQWLDO FOXVWHU PHPEHUV ,Q DQ LQFUHDVLQJO\ FRPSOLFDWHG DQG G\QDPLF
QHWZRUN HFRQRP\ LQGXVWULDO WRXULVP LV DQ LQVWUXPHQW WR HQKDQFH WKH YLVLELOLW\ RI D
FRPSDQ\¶V DVVHWV EXW DOVR WR IDFLOLWDWH KLJKJUDGH IDFHWRIDFH FRQWDFWV ZLWK
SRWHQWLDOEXVLQHVVSDUWQHUVJRYHUQPHQWVUHVHDUFKLQVWLWXWLRQVFXVWRPHUVVXSSOLHUV
HPSOR\HHV ,QGXVWULDO WRXULVP SRVVLEO\ KHOSV WR HVWDEOLVK WUXVW DQG XQGHUVWDQGLQJ
ZLWKLQWKHVXSSO\FKDLQ0LWFKHOO	2UZLJ
2Q WKH OHYHO RI DQ XUEDQ UHJLRQ WKLV LPSOLHV WKDW LQGXVWULDO WRXULVP
GHYHORSPHQW FDQ EH VHHQ DV DQ HVVHQWLDO HOHPHQW RI ORFDO HFRQRPLF GHYHORSPHQW
&RPSDQ\ YLVLWV PD\ EH XVHG WR VWUHQJWKHQ WKH SURILOH RI FOXVWHUV LPSURYLQJ
FRPSHWLWLYHQHVV EXW DOVR WR HQKDQFH WKH JRYHUQDQFH RI FOXVWHUV DQG FURVVVHFWRU
LQWHUDFWLRQRUJDQLVLQJFDSDFLW\LQJHQHUDO
&RPSDQ\WRXUVDOVRUHVSRQGWRWKHLQFUHDVLQJYDOXHRIH[SHULHQFHDQGVHDUFK
IRUDXWKHQWLFLW\DQGGLVWLQFWLYHQHVV ,Q WKHLUDUWLFOHRQFRQVXPHUH[SHULHQFH WRXULVP
0LWFKHOO	2UZLJJLYHVRPHH[SODQDWLRQVIRUWKHLQFUHDVLQJLQWHUHVWLQIDFWRU\
WRXUV 2QH RI WKH UHDVRQV LV WKH IDFW WKDW WKH WUDQVLWLRQ WR D VHUYLFH HFRQRP\ KDV
UHGXFHGWKHQXPEHURISHRSOHZKRZRUNLQPDQXIDFWXULQJDQGKHQFHWKHSRSXODWLRQ¶V
NQRZOHGJH DERXW LQGXVWULDO ZRUN 7KLV ODFN RI NQRZOHGJH PDNHV \RXQJ SHRSOH
FXULRXVDERXWZKDWLVJRLQJRQLQWKHVHIDFWRULHV+DUULV3UHQWLFHZKLOH
ROGHU SHRSOH VKRZ LQWHUHVW LQ JRLQJ EDFN WR WKHLU URRWV 7KH ULVH RI WKH H[SHULHQFH
HFRQRP\QRWRQO\H[SODLQVDQLQFUHDVHLQWKHGHPDQGIRUFRPSDQ\YLVLWVEXWDOVRDQ
LQFUHDVH LQ WKH VXSSO\ RI FRPSDQ\ YLVLWV ,QGXVWULDO WRXULVPPD\ EH D VWUDWHJ\ IRU
ILUPV WR GLIIHUHQWLDWH WKHLU SURGXFWV ,I FRPSDQ\ WRXUV DUH QRW H[SHFWHG E\ WKH
FXVWRPHUVUHDGLIWKH\DUHQRWGHPDQGGULYHQWKH\FRXOGVWLOOEHVXSSOLHGDVSDUWRI




EHFRPH PRUH EUDQG OR\DO DV D UHVXOW RI WKHLU LGHQWLILFDWLRQ ZLWK WKH SURGXFW WKHLU
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
IDPLOLDULW\ZLWK WKH SURGXFWLRQ SURFHVV WKHLU ILUVWKDQG LQWHUDFWLRQZLWK HPSOR\HHV
ILUVWKDQG ZLWQHVV WR WKHLU TXDOLW\DVVXUDQFH SURFHVVHV DQG RWKHU LQWHUQDO QHHGV´
S 7KLV VRFDOOHG LQYROYHPHQW WKHRU\ FDQ EH DSSOLHG WR FRPSDQLHV EXW DOVR WR
XUEDQUHJLRQVDVZHZLOOH[SODLQLQFKDSWHUVIRXUDQGILYH
,QGXVWULDO WRXULVPPD\ DOVR UHGXFH WKH GLIIHUHQFH EHWZHHQ WKH LPDJH RI WKH





FRPSDQ\ WRXUV DOVR ILW LQ WKH WUHQG WKDW D JURZLQJ QXPEHU RI WRXULVWV ZDQW WR EH
HGXFDWHGGXULQJWKHLUVWD\6KHUHIHUVWR0DUWLQ	0DVRQZKRSUHGLFWHGDVKLIW
LQWKHGHPDQGIRUWRXULVWDWWUDFWLRQVIURPSDVVLYHWRDFWLYHDQGIURPIXQWROHDUQLQJ
5LFKDUGV 	 5D\PRQG  LQWURGXFHG WKH WHUP µFUHDWLYH WRXULVP¶ DV D IRUP RI
WRXULVPLQZKLFKWKHYLVLWRUWUXO\SDUWLFLSDWHVDFWLYHLQYROYHPHQW&UHDWLYHWRXULVP
LPSOLHV WKDW WRXULVWV JHW WKH RSSRUWXQLW\ WR FUHDWH WKHLU RZQ SURGXFWV HJ PDNLQJ
SHUIXPHRUSDLQWLQJSRUFHODLQ5LFKDUGV	:LOVRQ













IXQGDPHQWDO WUHQGV ZH LGHQWLILHG DERYH WKH LQFUHDVLQJ DWWHQWLRQ WR VDIHW\ DQG
VHFXULW\ ,QGXVWULDO VLWHV DUH QRW RQO\ SRVVLEOH WDUJHWV RI WHUURULVWV EXW DOVR SODFHV
ZKHUHDFFLGHQWVKDSSHQQRZDQGWKHQVRPHH[DPSOHVRILQGXVWULDOGLVDVWHUVDUHWKH
&KHUQRE\O DFFLGHQW  WKH (QVFKHGH )LUHZRUNV GLVDVWHU LQ WKH 1HWKHUODQGV

 DQG WKH H[SORVLRQ DW $]RWH GH )UDQFH  QHDU 7RXORXVH $OWKRXJK WKH
FKDQFHDQLQGXVWULDOWRXULVWZLOOEHFRPHWKHYLFWLPRIVXFKDQDFFLGHQWLVYHU\VPDOO
WKHVHZLGHO\EURDGFDVWHGHYHQWVVWURQJO\DIIHFW WKHSHUFHSWLRQRIVDIHW\DW LQGXVWULDO
VLWHV$QH[DPSOHRIDQDFFLGHQW LQZKLFK LQGXVWULDO WRXULVWVZHUHDFWXDOO\NLOOHG LV
WKHFROODSVHRIDIRRWEULGJHDWDVKLS\DUGLQ6W1D]DLUH)UDQFHLQ
,Q WKH ODVWGHFDGHJRYHUQPHQWVKDYH LQWURGXFHGQXPHURXVSROLFLHV WR UHGXFH
WKH ULVNVZLWK IDU UHDFKLQJ LPSOLFDWLRQV IRU WKH UHFHSWLRQRI YLVLWRUV ,Q)UDQFH IRU
LQVWDQFH WKH QDWLRQDO VHFXULW\ V\VWHP 9LJLSLUDWH SXW D VWRS WR QXFOHDU SODQW WRXUV
36$,QJHQHUDOLWKDVEHFRPHPRUHGLIILFXOWWRHQWHUFRPSDQLHVSHRSOHRIWHQ
QHHG WR UHJLVWHU VHYHUDO GD\V LQ DGYDQFH WKH\ KDYH WR VKRZ WKHLU ,' DQG DW VRPH
FRPSDQLHV YLVLWRUV ± LQGXVWULDO WRXULVWV EXW DOVR EXVLQHVV WUDYHOOHUV ± HYHQ KDYH WR
SDVV VHFXULW\ FRQWURO )XUWKHUPRUH FRPSDQLHV WKDW ZDQW WR RSHQ WKHLU GRRUV IRU
YLVLWRUVKDYHWRJXDUDQWHHDVDIHHQYLURQPHQWIRUERWKYLVLWRUVDQGHPSOR\HHV$VZH
ZLOO H[SODLQ LQ WKH QH[W WZR FKDSWHUV WKHVH VDIHW\ PHDVXUHV UHTXLUH VXEVWDQWLDO
LQYHVWPHQWVIRULQVWDQFHLQLQVXUDQFHSUHPLXPVIRUWKHYLVLWRUV




$W WKH VDPH WLPH KRZHYHU WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP DOVR UHTXLUHV
FRRSHUDWLRQEHWZHHQDFWRUVWKHJRYHUQPHQWWKHWRXULVPLQGXVWU\WKHKRVWILUPVDQG
RWKHUVWDNHKROGHUV7KLVLPSOLHVWKDWWKHGHYHORSPHQWRIDUHJLRQDOLQGXVWULDOWRXULVP
VXSSO\ LV DQ RUJDQLVDWLRQDO FKDOOHQJH )LUVW WKH TXHVWLRQ LV LI DFWRUV DUH ZLOOLQJ WR
FRRSHUDWH DQG LQYHVW LQ LQGXVWULDO WRXULVP DTXHVWLRQ WREH DQVZHUHG LQ WKHSUHVHQW
VWXG\ $ VHFRQG TXHVWLRQ LV KRZ WR RUJDQLVH WKH GHYHORSPHQW DQG SURPRWLRQ RI
LQGXVWULDO WRXULVPRQD UHJLRQDO OHYHO DTXHVWLRQ WKDWKDVRXU DWWHQWLRQEXWRQH WKDW
ZLOOQRWEHDQVZHUHGLQWKHSUHVHQWVWXG\
   6XPPDU\ DQG FRQF OXV LRQV 




WKH VKLIW WR DQ LQIRUPDWLRQ DQG NQRZOHGJH HFRQRP\ LQFUHDVLQJ FRQFHUQ DERXW WKH
HQYLURQPHQW DQG FOLPDWH FKDQJH JURZLQJ DWWHQWLRQ WR FRUSRUDWH FLWL]HQVKLS WKH
&KDQJLQJFRQGLWLRQVLQXUEDQUHJLRQV
WUDQVLWLRQ WR DQ H[SHULHQFH HFRQRP\DQG LQFUHDVLQJDWWHQWLRQ WR VDIHW\ DQG VHFXULW\
$V D FRQVHTXHQFH RI WKHVH WUHQGV VXVWDLQDEOH GHYHORSPHQW FLW\ PDUNHWLQJ DQG
FRRSHUDWLRQEHWZHHQVWDNHKROGHUVKDYHJDLQHGLPSRUWDQFHLQXUEDQGHYHORSPHQW)RU
XUEDQUHJLRQVLQGXVWULDOWRXULVPFDQEHDQLQVWUXPHQWWKDWILWVLQHDFKRIWKHVHWKUHH
SROLF\ ILHOGV$QGREYLRXVO\ WKLV LVQRWRQO\DSXEOLFPDWWHUDOVR WKHSULYDWH VHFWRU
KDVDQ LQWHUHVW LQ WKHVHDQGRWKHUGHWHUPLQDQWVRIXUEDQFRPSHWLWLYHQHVV0RUHRYHU
FRPSDQLHVDUHH[SHFWHGWRUHFRJQLVHWKHLU LQWHUHVWLQLQGXVWULDO WRXULVPEHFDXVHWKH\
FDQ VWUHQJWKHQ WKH UHODWLRQV ZLWK VWDNHKROGHUV FRQVXPHUV QHLJKERXULQJ UHVLGHQWV
JRYHUQPHQWV VXSSOLHUV DQG VR RQ ,Q FRQFOXVLRQ FRPSDQ\ YLVLWV DUH QRW RQO\ D
SRWHQWLDOVRXUFHRILQFRPHDQGHPSOR\PHQWEXWDOVRDPDUNHWLQJDQGSXEOLFUHODWLRQV
WRROIRUERWKFRPSDQLHVDQGXUEDQUHJLRQV







RXU UHVHDUFK IUDPHZRUN:HZLOOGLVFXVV WKHYDULRXV IXQFWLRQVRI LQGXVWULDO WRXULVP





7KH KRV W  I L UP¶V SHUVSHF W LYH 
   ,Q WURGXF W LRQ 
,Q WKH WZRSUHYLRXV FKDSWHUVZHGHILQHG LQGXVWULDO WRXULVPDQG DQDO\VHG WKH
FKDQJLQJFRQGLWLRQVLQXUEDQUHJLRQVIRUWKHGHYHORSPHQWRILQGXVWULDOWRXULVP,QWKLV
FKDSWHU ZH DVVHVV WKH FRVWV DQG EHQHILWV RI LQGXVWULDO WRXULVP GHYHORSPHQW RQ WKH
PLFUROHYHORIRQHFRPSDQ\DSRWHQWLDOVXSSOLHURIFRPSDQ\YLVLWV$OWKRXJKZHXVH
LQVLJKWVIURPWKHRULHVRQFRVWEHQHILWDQDO\VLVWKHSUHVHQWFKDSWHUVKRXOGQRWEHVHHQ
DVDQDWWHPSW WRDFWXDOO\FDUU\RXWD FRVWEHQHILW DQDO\VLV:HRQO\XVHFRVWEHQHILW
DQDO\VLV DV D µWKHRUHWLFDO IUDPH¶ WR JDLQ LQVLJKW LQ WKH UHDVRQVZK\ SDUWLFXODU ILUPV
GHFLGH WRRSHQ WKHLUGRRUVZKLOHRWKHUV UHIXVH WR UHFHLYHYLVLWRUV ,W LV LPSRUWDQW WR
XQGHUVWDQG WKH LQWHUHVWV RI ILUPV VLQFH WKHLU SDUWLFLSDWLRQ LV FUXFLDO IRU GLVWULEXWRUV
VXFK DV WRXULVP EXUHDXV DQG WUDYHO DJHQFLHV :H ZLOO H[SODLQ WKDW WKH FRVWV DQG
EHQHILWV RI D FRPSDQ\ WRXUV GHSHQG RQ WKH ILUP DQG LWV SURGXFWV WKH LQGXVWULDO
WRXULVPSRWHQWLDOWKHLUDSSURDFKWRLQGXVWULDOWRXULVPIURPUHDFWLYHWRSURDFWLYHWKH
TXDOLWLHV RI WKH FRPSDQ\ WRXU DQG VXSSRUWLQJ VHUYLFHV WKH QXPEHU RI YLVLWRUV WKH
YDULDWLRQLQYLVLWRUQXPEHUVVHDVRQDOLW\DQGWKHFRPSRVLWLRQRIWKHYLVLWRUJURXS

   &RV W V 
)UHZLQGLFDWHVWKDWGHYHORSPHQWFRVWVDUHIRUPDQ\FRPSDQLHVDUHDVRQ
QRWWRGHYHORSLQGXVWULDOWRXULVP)LUPVKDYHWRLQYHVWLQYLVLWRUIDFLOLWLHVVXFKDVFDU
SDUNLQJ D UHFHSWLRQ DQG WRLOHWV DQG PD\ HYHQ QHHG WR FRQVLGHU LQYHVWPHQWV LQ
H[KLELWLRQVJDOOHULHVVKRSVDQGFDWHULQJIDFLOLWLHV&DUWHU)XUWKHUPRUHILUPV
RIWHQKDYHWRWDNHDOONLQGVRIVDIHW\DQGVHFXULW\PHDVXUHVUDQJLQJIURPFKHFNLQJWKH
LGHQWLW\ RI YLVLWRUV DQG SD\LQJ LQVXUDQFH SUHPLXPV IRU WKHP WR EXLOGLQJ HOHYDWHG
ZDONZD\V WRDYRLG ORJLVWLFDOSUREOHPVDQGFRQIOLFWVZLWK WKHSURGXFWLRQSURFHVV ,Q











,Q LQGXVWULDO WRXULVP IL[HG FRVWV DUH FRVWV WKDW DUH LQGHSHQGHQW IURP WKH
QXPEHU RI YLVLWRUV JLYHQ WKH YLVLWRU FDSDFLW\ IRU D SDUWLFXODU SHULRG:H HPSKDVL]H
WKDW FRVWV DUH E\ GHILQLWLRQ QRW IL[HG LQ WKH ORQJ UXQ &RPSDQLHV PD\ GHFLGH WR
H[SDQG WKH FDSDFLW\ WR UHFHLYH YLVLWRUV WKURXJK LQYHVWPHQWV LQ YLVLWRU IDFLOLWLHV IRU
LQVWDQFHE\EX\LQJPRUHHTXLSPHQWIRUFRPSDQ\WRXUVHJYHKLFOHVWKDWDUHXVHGWR
GULYHYLVLWRUVDURXQGDSODQW)RUIL[HGFRVWVWKHDYHUDJHFRVWVSHUYLVLWRUZLOOGHFOLQH
PRUH WKDQ SURSRUWLRQDOO\ ZKHQ WKH QXPEHU RI YLVLWRUV JURZV ZLWKLQ WKH JLYHQ
FDSDFLW\













$SDUWIURPIL[HGFRVWVDQGYDULDEOHFRVWV WKHUH LVD WKLUG W\SHRIFRVWV WREH
PHQWLRQHGKHUHWKHVWHSFRVWV,QLQGXVWULDOWRXULVPVWHSFRVWVDUHFRVWVWKDWLQFUHDVH
ZKHQ WKH QXPEHU RI YLVLWRUV LQFUHDVHV EXW LQ LQFUHPHQWV ,Q FDVH RIZLGH VWHSV RQH
FRXOG DOVRXVH WKH WHUP µVWHS IL[HG FRVWV¶ZKLOH µVWHSYDULDEOH FRVWV¶ UHIHU WR D FRVW
SDWWHUQZLWKVPDOOVWHSV%DWWDFKDU\D
6WHS FRVWV DUH IRU H[DPSOH WKH FRVWV RI H[WHUQDO JXLGHV (DFK JXLGH KDV D
PD[LPXP FDSDFLW\ RI YLVLWRUV KH RU VKH FDQ KDQGOH:KHQ WKH QXPEHU RI YLVLWRUV






WKH QXPEHU RI YLVLWRUV JURZ XQWLO WKH QXPEHU RI YLVLWRUV UHDFKHV WKH OLPLW ZKLFK
UHVXOWVLQDVXGGHQLQFUHDVHRIWKHFRVWVSHUYLVLWRUWRWKHLQLWLDOOHYHO7KLVSDUWLFXODUO\
DSSOLHV WRVWHS IL[HGFRVWV%HFDXVHFRPSDQLHVDUHYHU\ IOH[LEOHZLWKSXUFKDVHV WKDW
LQFXUVWHSFRVWV WKH\ZLOOJHQHUDOO\QRWDFFHSWDYHUDJHFRVWVSHUYLVLWRU WRVXUSDVVD
FHUWDLQWKUHVKROG7RJLYHDQH[DPSOHLIRQHJXLGHFDQKDQGOHDJURXSRISHUVRQV












/DERXU FRVWV DUH IL[HG IRU SHUPDQHQW VWDII LQYROYHG LQ WKH GHOLYHU\ RI
LQGXVWULDOWRXULVPHJYLVLWRUPDQDJHPHQWDQGJXLGDQFH,QFDVHRIH[WHUQDOJXLGHV




HJ EXVHV LQ WKDW FDVH YLVLWRU IDFLOLWLHV DUH VWHSYDULDEOH FRVWV ,Q WKH FDWHJRU\
µVHFXULW\DQGVDIHW\¶VRPHFRVWVDUHIL[HGHJFDPHUDV\VWHPDQGHOHYDWHGZDONZD\V
ZKLOH VRPH FRVWV DUH YDULDEOH HJ VHFXULW\ FKHFNV IRU YLVLWRUV 7KH H[SHQVHV RQ
PDUNHWLQJDQGSURPRWLRQDUHW\SLFDOH[DPSOHVRIIL[HGFRVWV
 6HDVRQDOLW\
$ UHOHYDQW LVVXH IRU WKH FRVWV RI LQGXVWULDO WRXULVP LV VHDVRQDOLW\ RUPRUH LQ
JHQHUDOYDULDWLRQLQWKHQXPEHURIYLVLWRUVQRWRQO\GXULQJD\HDUEXWDOVRGXULQJD
ZHHN 7KLV YDULDWLRQ GHSHQGV RQ WKH W\SH RI YLVLWRUV DV OHLVXUH WRXULVWV KDYH RWKHU
SUHIHUHQFHVZHHNHQGKROLGD\VWKDQEXVLQHVVYLVLWRUVZRUNGD\V,QYHVWPHQWVLQWKH
YLVLWRU FDSDFLW\ IL[HG FRVWV FDQ EH EDVHG RQ WKH DYHUDJH QXPEHU RI H[SHFWHG
YLVLWRUV RU RQ WKH PD[LPXP QXPEHU RI H[SHFWHG YLVLWRUV ,I WKH ILUVW RSWLRQ LV
VHOHFWHGWKLVLPSOLHVWKDWPDQ\LQWHUHVWHGSHRSOHKDYHWREHGLVDSSRLQWHGGXULQJSHDN








2QH VWUDWHJ\ LV WR PDNH WKH YLVLWRU FDSDFLW\ PRUH IOH[LEOH E\ UHSODFLQJ ORQJWHUP
LQYHVWPHQWVIL[HGFRVWVZLWKVKRUWWHUPSXUFKDVHVVWHSFRVWV7KLVFDQEHUHDOLVHG
E\ RXWVRXUFLQJ WKH SURYLVLRQ RI YLVLWRU IDFLOLWLHV DQG VHUYLFHV WR RWKHU RUJDQLVDWLRQV
HJ WRXU RSHUDWRUV WRXULVP RIILFHV RU H[WHUQDO JXLGHV $QRWKHU VWUDWHJ\ IRU
FRPSDQLHVLVWRORZHUWKHYDULDWLRQLQYLVLWRUQXPEHUVE\SURPRWLQJYLVLWVRQRIISHDN
GD\V HYHQWV GLVFRXQWV HWF DQGRU E\ DWWUDFWLQJ D ELJJHU YDULHW\ RI YLVLWRUV HJ
EXVLQHVV WRXULVWV OHLVXUH WRXULVWV HGXFDWLRQDO WRXULVWV VLQFH WKH\ WHQG WR YLVLW
LQGXVWULDODWWUDFWLRQVRQGLIIHUHQWGD\VDQGLQGLIIHUHQWSHULRGVRIWKH\HDU
   ' LUHF W  I LQDQF LD O EHQH I L W V 




7KHPRVW GLUHFW ILQDQFLDO EHQHILW RI FRPSDQ\ WRXUV LV JHQHUDWHG WKURXJK WKH
VDOHVRIHQWUDQFH WLFNHWV7KH WXUQRYHU IURPHQWUDQFH IHHV LVE\GHILQLWLRQ UHODWHG WR
WKHSULFHRIDWLFNHWDQGWKHQXPEHURIYLVLWRUV)XUWKHUPRUHWKHFROOHFWLRQRIHQWUDQFH
IHHVDOVRLQGXFHVWUDQVDFWLRQFRVWVWKDWQHHGWREHWDNHQLQWRDFFRXQW,IWKHUHLVRQH
IL[HG SULFH RI HQWUDQFH WLFNHWV WKH UHYHQXHV IURP HQWUDQFH IHHV ZLOO JURZ
SURSRUWLRQDOO\ZLWKWKHQXPEHURIYLVLWRUV&RPSDQLHVPD\KRZHYHUDOVRFKRRVHWR
DSSO\ D SULFH GLIIHUHQWLDWLRQ VWUDWHJ\ WDNLQJ LQWR DFFRXQW WKH SXUFKDVLQJ SRZHU RI






SULFHRI WLFNHWV IRURWKHUJURXSVDFURVVVXEVLG\7KHUHDUH WZRUHDVRQV WRGR WKLV

RQHLVEHFDXVHWKHVXEVLGLVHGYLVLWRUJURXSVDUHLQWHUHVWLQJLQYLHZRIRWKHUEHQHILWVWR
EHH[SHFWHG HJ FRVW VDYLQJVRQ UHFUXLWPHQWRURQVLWH VDOHV VHHEHORZ WKHRWKHU
DUJXPHQW LV WKDW ILUPVPLJKW IHHO WKHSUHVVXUH WREHDFFHVVLEOHIRUZHDNHUJURXSV LQ
VRFLHW\ DVZHOO %\ DSSO\LQJ SULFH GLIIHUHQWLDWLRQ WR WKH HQWUDQFH WLFNHWV FRPSDQLHV
FDQXVHLQGXVWULDOWRXULVPWRVHFXUHWKHUHODWLRQVZLWKWKHLUVWDNHKROGHUV
7KHLQFRPHIURPWLFNHWVDOHVRQO\JRHVGLUHFWO\WRDFRPSDQ\LILWRUJDQLVHVLWV
RZQ WRXUV ,I DQ LQWHUPHGLDU\ RUJDQLVDWLRQ D WRXU RSHUDWRU D WRXULVP RIILFH HWF
WDNHV FDUHRIYLVLWRUPDQDJHPHQW FRPSDQLHVSUREDEO\RQO\ UHFHLYH DSHUFHQWDJHRI
WKH LQFRPHRUPD\EHHYHQQRWKLQJDW DOO ,Q WKLV FDVH WKH LQWHUPHGLDU\RUJDQLVDWLRQ
ZLOOPDNHLWVRZQDQDO\VLVRIFRVWVDQGEHQHILWV
 2QVLWHVDOHV
7KH VHFRQG GLUHFW ILQDQFLDO EHQHILW RI LQGXVWULDO WRXULVP FRQFHUQV SURILWV
JHQHUDWHG E\ RQVLWH VDOHV 7KHUH DUH WZR FDWHJRULHV RI RQVLWH VDOHV  VHOOLQJ
SURGXFWV WKDW ZRXOG RWKHUZLVH KDYH EHHQ VROG WR UHWDLOHUV RU ZKROHVDOH WUDGHUV 
VHOOLQJ VHUYLFHV DQG SURGXFWV WKDW KDYH EHHQ VSHFLILFDOO\ GHYHORSHG IRU LQGXVWULDO
WRXULVWV7KHILUVWFDWHJRU\LQFOXGHVVHOOLQJQRUPDOILUVWFODVVSURGXFWVEXWILUPVFDQ
DOVRXVH LQGXVWULDO WRXULVP WR VHOO VHFRQGFODVVSURGXFWV ,QERWKFDVHV WKHFRPSDQ\
HDUQV VRPH H[WUD PRQH\ %\ VHOOLQJ SURGXFWV WR FXVWRPHUV GLUHFWO\ PDQXIDFWXULQJ





HJ LQ D UHVWDXUDQW RU EDU 7KLV W\SH RI VDOHV LV RQO\ SURILWDEOH LI WKH WXUQRYHU
RXWZHLJKVWKHDVVRFLDWHGYDULDEOHDQGIL[HGFRVWV
7KHLQFRPHHDUQHGE\RQVLWHVDOHVGHSHQGVRQWKHQXPEHURIWRXULVWVEXWWRD
ODUJHUH[WHQW WKDQWKH LQFRPHJHQHUDWHGE\ WLFNHWVDOHVRQ WKH W\SHRI WRXULVWV WKHLU
PRWLYHWRYLVLWWKHLUEXGJHWDQGSUHIHUHQFHV,QJHQHUDOOHLVXUHRULHQWHGYLVLWRUVVSHQG
PRUH RQ VRXYHQLUV WKDQEXVLQHVVRULHQWHG YLVLWRUV*URXSVPD\EHPRUH LQFOLQHG WR




   5HSXWD W LRQD O EHQH I L W V 
,QGXVWULDO WRXULVP QRW RQO\ JHQHUDWHV GLUHFW ILQDQFLDO EHQHILWV IRU FRPSDQLHV
EXWDOVRUHSXWDWLRQDOEHQHILWV&RPSDQ\YLVLWVFDQKHOSILUPVWRLPSURYHWKHFRUSRUDWH
LPDJHDQGUHSXWDWLRQWRSURPRWHLWVSURGXFWVDQGEUDQGVDQGWRGHYHORSVXVWDLQDEOH
UHODWLRQVZLWK VRFLHW\ (DFK YLVLWRU LV D SRWHQWLDO DPEDVVDGRU IRU WKH ILUP 5XGG	
'DYLV ,QGXVWULDO WRXULVPLVDQ LQVWUXPHQW IRUPDUNHWLQJSXEOLF UHODWLRQVDQG
FRUSRUDWHVRFLDOUHVSRQVLELOLW\SROLFLHV$VLVFRPPRQIRUWKHVHNLQGVRISROLFLHVWKH
EHQHILWV DUHPRUH LQGLUHFW OHVV WDQJLEOH DQGPRUHGLIILFXOW WRTXDQWLI\ ,QYROYHPHQW
WKHRU\ WHDFKHV XV WKDW DQ RSHQ GRRU SROLF\ IRU FXVWRPHUV FRQVXPHUV DQG RWKHU
VWDNHKROGHUVDVVLVWILUPVWRJDLQWKHLUOR\DOW\ZKLFKZLOOSD\RIIHLWKHURQWKHVKRUWRU
ORQJ UXQ 0LWFKHOO 	 2UZLJ  $FFRUGLQJ WR WKLV WKHRU\ ZKLFK FDQ DOVR EH
DSSOLHGWRWRXULVP3HDUFH	.DQJGLUHFWH[SHULHQFHZLWKDSURGXFWVHUYLFHRU
VHWWLQJFKDQJHV WKHDWWLWXGHRIFXVWRPHUV WKH\EHFRPHPRUH OR\DOPRUHFRPPLWWHG








D FRQIURQWDWLRQ ZLWK WKH SURGXFWLRQ SURFHVV PLJKW ZRUN FRXQWHUSURGXFWLYH 7KLV
SDUWLFXODUO\DSSOLHVWRFRPSDQLHVLQWKHIRRGPDQXIDFWXULQJLQGXVWU\&RQVLGHULQJWKH
YLVLWRUVDWWUDFWHG LW LVFOHDU WKDW VRPHYLVLWRU W\SHVDUHPRUH UHOHYDQW IRUFRPSDQLHV
WKDQRWKHUYLVLWRUW\SHV7KHPRVWHVVHQWLDOTXHVWLRQLVZKDWLVWKHUHODWLRQEHWZHHQD
YLVLWRUDQGWKHFRPSDQ\"6WDNHKROGHUWKHRULHVFDQEHKHOSIXOWRDQVZHUWKLVTXHVWLRQ
$OUHDG\ LQ WKH V WKHRULHV RI WKH ILUP ZHUH LQWURGXFHG WR H[SODLQ WKH





RQH DOVRPDQ\ VXSSRUWHUV RI WKH VKDUHKROGHU DSSURDFK QRZ UHDOLVH WKDW LQWHUHVWV RI
VWDNHKROGHUV QHHG WR EH WDNHQ LQWR DFFRXQW EHFDXVH LW LV DOVR LQ WKH LQWHUHVW RI

VKDUHKROGHUV %RZLH  6WDNHKROGHU PDQDJHPHQW LV DQ LQVWUXPHQW WR EH
VXFFHVVIXOLQWKHPDUNHWSODFH






















NQRZOHGJH RU EX\ WKH FRPSDQ\¶V SURGXFWV DQG WKXV GLUHFWO\ LQIOXHQFH WKH
PDUNHWSODFH VXFFHVV RI D ILUP ([DPSOHV RI SULPDU\ VWDNHKROGHUV DUH VXSSOLHUV
LQYHVWRUV FXVWRPHUV DQG HPSOR\HHV $OWKRXJK VHFRQGDU\ VWDNHKROGHUV DUH QRW
HVVHQWLDOIRUDFRPSDQ\¶VVXUYLYDOWKHLUVXSSRUWGRHVLQIOXHQFHWKHSHUIRUPDQFHRID
ILUP 7KH\ DUH DEOH WR SXW SUHVVXUH RQ WKH FRPSDQ\ WKURXJK WKHLU LQIOXHQFH RQ
SULPDU\VWDNHKROGHUVPRUHRYHULQGLYLGXDOVRIWHQIXOILOVHYHUDOVWDNHKROGHUUROHVVR
FDOOHG µRYHUODSSLQJ UHODWLRQV¶ 3RVW HW DO  D YLVLWRU FDQ EH D QHLJKERXULQJ
FLWL]HQDSRWHQWLDOHPSOR\HHDFXVWRPHUFRQVXPHUDQGDSROLWLFLDQDWWKHVDPHWLPH




ZKLOH &ODUNVRQ  HPSKDVL]HV WKDW JRYHUQPHQWV DQG FRPPXQLWLHV DUH SULPDU\
VWDNHKROGHUVEHFDXVHWKH\SURYLGHWKHODZVWKHLQIUDVWUXFWXUHDQGWKHPDUNHWV
$OWKRXJK WKH GLVWLQFWLRQ EHWZHHQ SULPDU\ DQG VHFRQGDU\ VWDNHKROGHUV LV QRW
DOZD\VFOHDUFXW9DQGHQ%HUJ%UDXQ	2WJDDULWGRHVKHOSXVWRXQGHUVWDQG
WKHUHODWLRQEHWZHHQFRPSDQLHVDQGGLIIHUHQWJURXSVRIVWDNHKROGHUVDQGWKHH[SHFWHG
EHQHILWV RI WKHLU YLVLWV ,Q RXU YLHZ WKH PDLQ GHWHUPLQDQW RI YLVLWRU UHOHYDQFH IRU
UHSXWDWLRQDOEHQHILWVLVWKHSRWHQWLDOLQIOXHQFHRIYLVLWRUVRQDILUP¶VFRQWLQXLW\RUWR
IRUPXODWH LW GLIIHUHQWO\ WKHLU DELOLW\ WR ZLWKGUDZ RU SURYLGH D µOLFHQVH WR RSHUDWH¶
*R\GHU7KH OLFHQVH WRRSHUDWH LV D ODEHO LQFUHDVLQJO\XVHGE\SURIHVVLRQDOV
DQGVFKRODUVWRUHIHUWRWKHLGHDWKDWFRPSDQLHVKDYHWRFRPSO\ZLWKWKHH[SHFWDWLRQV
RI UHJXODWRUV ORFDO FRPPXQLWLHV DQG WKH SXEOLF LQ RUGHU WR FRQWLQXH RSHUDWLRQV
*XQQLQJKDPHW DO +RZDUG*UHQYLOOH ,QJHQHUDO LW FDQEH VDLG
WKDWWKHUHSXWDWLRQDOEHQHILWVDUHKLJKHUIRUYLVLWRUVZKRDUHSRWHQWLDOO\UHOHYDQWIRU
WKHSURYLVLRQRISURGXFWLRQIDFWRUVODQGODERXUFDSLWDONQRZOHGJHDQGWKHVDOHVRI
SURGXFWV DQG VHUYLFHV (DFK FRPSDQ\ KRZHYHU ZLOO PDNH LWV RZQ VSHFLILF
VWDNHKROGHU DQDO\VLV LGHQWLI\LQJ WKH DFWRUV WKDW KDYH WKH ODUJHVW LQIOXHQFH RQ WKH
ILUP¶VFRQWLQXLW\
 &RQVXPHUVDQGFXVWRPHUV
2QH RI WKH YLVLWRU JURXSV WKDW LV PRVW UHOHYDQW IRU FRPSDQLHV LQ YLHZ RI
UHSXWDWLRQDOEHQHILWVDUHFRQVXPHUVDQGFXVWRPHUV$OWKRXJKWKHVHWZRWDUJHWJURXSV
RI ILUPVDUHRIWHQXVHG LQ WKH VDPH VHQWHQFH LW LV YHU\ LPSRUWDQW WRXQGHUVWDQG WKH
GLIIHUHQFH EHWZHHQ WKHVH WZR &RQVXPHUV DUH WKH XOWLPDWH XVHUV RI WKH SURGXFW RU
VHUYLFHZKLOHFXVWRPHUVSXUFKDVHWKHSURGXFWRUVHUYLFH7KH\DUHERWKLPSRUWDQWIRU
WKH VDOHV RI SURGXFWV DQG VHUYLFHV EXW ZKLOH FXVWRPHUV DUH LQYROYHG LQ ILQDQFLDO
WUDQVDFWLRQV ZLWK WKH FRPSDQ\ WKLV LV QRW QHFHVVDULO\ WKH FDVH IRU FRQVXPHUV
&RQVXPHUV DUH LQGLYLGXDOV RU KRXVHKROGV VLWXDWHG DW WKH HQG RI WKH GLVWULEXWLRQ
FKDQQHO DQG RIWHQ WKHUH DUH UHVHOOHUV RU WUDGLQJ FRPSDQLHV DFWLQJ DV LQWHUPHGLDULHV
EHWZHHQ WKH SURGXFLQJ ILUP DQG WKH FRQVXPHU ,Q LQGXVWULDO WRXULVP FRQVXPHUV DUH
OHLVXUHRULHQWHGZKLOHFXVWRPHUVWHQGWREHEXVLQHVVRULHQWHG,WLVKDUGWRLPDJLQHD
FRPSDQ\ZLWKRXW FXVWRPHUV EXW FRQVXPHUV DUH QRW D UHOHYDQW YLVLWRU JURXS IRU DOO
ILUPV,QWKHPDQXIDFWXULQJLQGXVWU\LWLVFRPPRQWRPDNHDGLVWLQFWLRQEHWZHHQWKH




PDUNHWLQJ WHFKQLTXHV DQG DSSURDFKHV WKDQ QRQFRQVXPHURULHQWHG FRPSDQLHV WKH
ILUVW JURXS LVPRUH WUDQVDFWLRQ RULHQWHGZKLOH WKH VHFRQG JURXS IRFXVHV RQ UHODWLRQ
PDQDJHPHQW&RYLHOOR	%URGLH
&XVWRPHUVDUHE\GHILQLWLRQDUHOHYDQWYLVLWRUJURXSIRUFRPSDQLHV&RPSDQ\
WRXUV FDQ EH XVHG WR SURPRWH WKH FRPSDQ\ DQG LWV EUDQGV EXW DOVR WR LQIRUP




SURGXFWV 0LWFKHOO 	 2UZLJ  $OWKRXJK FRQVXPHUV DUH RIWHQ QRW EX\LQJ
FXVWRPHUV IRU WKHPDQXIDFWXULQJILUP± WKH\EX\IURPUHVHOOHUV± WKHLU LQIOXHQFHRQ
WKH ILUP¶V OLFHQVH WR RSHUDWH LV FULWLFDO )RU QRQFRQVXPHU RULHQWHG ILUPV WKH
UHOHYDQFHRIFRQVXPHUVDVLQGXVWULDOWRXULVWVLVFRQVLGHUDEO\ORZHUEXWWKH\DUHRIWHQ
QRWFRPSOHWHO\ LUUHOHYDQWHLWKHU&RPSDQLHV WKDWVHOO VHPLSURGXFWVRU UDZPDWHULDOV
WR EXVLQHVVHV %% FRXOG DOVR EHQHILW LQGLUHFWO\ IURP HQKDQFHG FRQVXPHU OR\DOW\
WRZDUGV WKH HQG SURGXFWV PDQXIDFWXUHG E\ WKHLU FXVWRPHUV 1HYHUWKHOHVV QRQ
FRQVXPHURULHQWHGILUPVRIWHQGRQRWVHHWKHEHQHILWRILQGXVWULDOWRXULVPLILWDWWUDFWV
WKHJHQHUDOSXEOLFRQO\+RZ
:KLOHFXVWRPHUVDUH UHODWLYHO\HDV\ WR LGHQWLI\FRQVXPHUVDUHQRW1RWRQO\
OHLVXUHRULHQWHG YLVLWRUV WRXULVWV FLWL]HQV VSHQGLQJ OHLVXUH WLPH EXW DOVR EXVLQHVV
DQGHGXFDWLRQRULHQWHGYLVLWRUV EXVLQHVVSDUWQHUV VWXGHQWV DUHSRWHQWLDO FRQVXPHUV
RI WKH ILUP¶V SURGXFWVVHUYLFHV :KHQ D FRPSDQ\ RSHQV LWV GRRUV WKH EHQHILWV RI
HQKDQFHG SURPRWLRQ DPRQJ FRQVXPHUV GHSHQGV RQ WKH FRPSRVLWLRQ RI WKH YLVLWRU




SRWHQWLDO XVHUV ZRUG RI PRXWK PDUNHWLQJ 0LWFKHOO 	 2UZLJ  6HFRQG
FRQVLGHUDEOH UHSXWDWLRQDO EHQHILWV FDQ EH JHQHUDWHG LI D YLVLWRU JURXS FRPSUHKHQGV
SRWHQWLDOXVHUVRI WKHFRPSDQ\¶VSURGXFWVRUVHUYLFHV7KHFKDQFH WKDWDYLVLWRUZLOO
EHFRPHDXVHUGHSHQGVRQQXPHURXV LQGLYLGXDO IDFWRUV WKH LQGLYLGXDOSURILOHDJH
LQFRPH VH[ OHYHO RI HGXFDWLRQ OLIHVW\OH SUHIHUHQFHV FRXQWU\ RI RULJLQ HWF $
FRPSDQ\YLVLW IRU SRWHQWLDO FRQVXPHUV FDQEH FRPSDUHGZLWK D79FRPPHUFLDO E\
SURPRWLQJ D SURGXFW RU VHUYLFH EHIRUH DIWHU RU GXULQJ D WHOHYLVLRQ SURJUDPPH WKDW
7KHKRVWILUP¶VSHUVSHFWLYH
DWWUDFWVYLHZHUVZLWKDSDUWLFXODUSURILOHLWLVPRUHOLNHO\WKDWWKHFRPPHUFLDOUHDFKHV
WKH WDUJHW JURXS0DUNHWLQJ SURIHVVLRQDOV WDON DERXW µZDVWDJH¶ZKHQ D SURPRWLRQDO
FDPSDLJQUHDFKHVPDQ\SHRSOHZKRDUHQRWYHU\OLNHO\WREX\WKHSURGXFWRUVHUYLFH
0RUJDQ 	 3ULWFKDUG  ,I FRPSDQ\ WRXUV DWWUDFW SHRSOH ZKR DUH QRW DEOH
DOORZHGRUZLOOLQJWREX\WKHSURGXFWRUVHUYLFHWKLVLVDZDVWHRIPRQH\DQGHIIRUWV
DWOHDVWLQYLHZRIWKHH[SHFWHGSURPRWLRQDOEHQHILWV%HFDXVHLWLVQHDUO\LPSRVVLEOH
WR DYRLGZDVWDJH LQ FRPSDQ\ WRXUV IRU SRWHQWLDO XVHUV FXUUHQW XVHUV DUH DOPRVW E\
GHILQLWLRQDPRUHLQWHUHVWLQJWDUJHWJURXSIRUFRPSDQ\WRXUV,QFRPSDULVRQZLWKRWKHU




ZRXOG FKRRVH FXUUHQW XVHUV EXW DOVR SRWHQWLDO XVHUV WKDW DUH OLNHO\ WR EHFRPH JRRG
DPEDVVDGRUV IRU WKH FRPSDQ\ DQG LWV EUDQGV 7KH\ZRXOG SUHIHU WR UHFHLYH SHRSOH
ZKRILWLQWKHFRPSDQ\¶VEUDQGLQJVWUDWHJ\HJLQWHUPVRIDJHDQGOLIHVW\OHDQGZKR
KDYH DFFHVV WR ODUJH VRFLDO QHWZRUNV ZLWK SRWHQWLDO XVHUV )RU QHZ SURGXFWV DQG
VHUYLFHVILUPVPD\SUHIHUWRUHFHLYHLQQRYDWRUVDQGHDUO\DGRSWHUVWKHPRVWUHOHYDQW
WDUJHWJURXSV LQ WKH LQWURGXFWLRQDQGJURZWKVWDJHVRI WKHSURGXFW OLIHF\FOH/HYLWW
0DKDMDQ0XOOHU	%DVV$VIDUDV WKHFRXQWU\RIRULJLQ LVFRQFHUQHG
WKH SRWHQWLDO SURPRWLRQDO EHQHILWV RI LQGXVWULDO WRXULVP DUH REYLRXVO\ KLJKHU LI D
SURGXFWRUVHUYLFHLVDFWXDOO\DYDLODEOHLQWKHYLVLWRU¶VFRXQWU\RIRULJLQ
 %XVLQHVVSDUWQHUV
2XU GLVFXVVLRQ RQ WKH GLIIHUHQFH EHWZHHQ FRQVXPHUV DQG FXVWRPHUV DQG WKH
UHOHYDQFH RI WKHVH JURXSV DV LQGXVWULDO WRXULVWV KDV PDGH FOHDU WKDW FXVWRPHUV DUH
EXVLQHVVSDUWQHUVDQGFRQVXPHUVDUHXVXDOO\QRW:HGHILQHEXVLQHVVSDUWQHUVDV WKH
DFWRUVWKDWDUHSRWHQWLDOO\LQYROYHGLQWUDQVDFWLRQVZLWKWKHFRPSDQ\WKHH[FKDQJH
RI FDSLWDO ODQG ODERXU DQG NQRZOHGJH SURGXFWLRQ IDFWRUV 7KLV GHILQLWLRQ FRPHV
YHU\ FORVH WR ZKDW RWKHUV KDYH FDOOHG SULPDU\ VWDNHKROGHUV VXSSOLHUV RI LQSXWV
VHUYLFHV DQG NQRZOHGJH ILQDQFLHUV VKDUHKROGHUV LQYHVWRUV DQG EDQNV HPSOR\HHV
WUDGHXQLRQVDQGFXVWRPHUVUHVHOOHUVPDQXIDFWXULQJFRPSDQLHV:HZRXOGOLNHWR
HPSKDVL]H WKDW JRYHUQPHQWV VKRXOG DOVR EH VHHQ DV EXVLQHVV SDUWQHUV VRPHWLPHV
EHFDXVH JRYHUQPHQWV DUH FXVWRPHUV EXW LQ PRVW FDVHV EHFDXVH JRYHUQPHQWV DUH




ODERXU DQG NQRZOHGJH 7RJHWKHU ZLWK WKH EXVLQHVV VHFWRU JRYHUQPHQWV DQG
NQRZOHGJHLQVWLWXWLRQVPDNHXSWKHWULSOHKHOL[LQWHUDFWLRQEHWZHHQWKHWKUHHVHFWRUV
KDV EHFRPH DQ LPSRUWDQFH VRXUFH RI LQQRYDWLRQ DQG NQRZOHGJHEDVHG HFRQRPLF
GHYHORSPHQW(W]NRZLW]
,Q JHQHUDO WKH OR\DOW\ DQG ZLOOLQJQHVV WR FRRSHUDWH RI EXVLQHVV SDUWQHUV
UHJDUGOHVVRIWKHUHJLRQWKH\FRPHIURPLVLPSRUWDQWIRUDFRPSDQ\¶VFRQWLQXLW\DQG
OLFHQVH WR RSHUDWH7KH EXVLQHVV SDUWQHUV DUH QHHGHG WR SURGXFH JRRGV DQG VHUYLFHV
ZLWK D JRRG TXDOLW\ DQG D IDLU SULFH UHVSHFWLQJ VRFLDO DQG HQYLURQPHQWDO VWDQGDUGV
7KH OR\DOW\RIDFWRUVDW WKH LQSXW VLGH VXSSOLHUVRISURGXFWLRQ IDFWRUV LVQHHGHG WR
VHFXUHJRRGUHODWLRQVZLWKDFWRUVDWWKHRXWSXWVLGHFXVWRPHUVFRQVXPHUVDQGYLFH
YHUVD $OVR IRU EXVLQHVV SDUWQHUV ZH FDQ PDNH D GLVWLQFWLRQ EHWZHHQ FXUUHQW DQG
SRWHQWLDOEXVLQHVVSDUWQHUVGLVFXVVLQJ WKH LPSRUWDQFHRI WDUJHWLQJSRWHQWLDOEXVLQHVV
SDUWQHUV WKDW DUH OLNHO\ WR EHFRPH LQYROYHG LQ WUDQVDFWLRQV ZLWK WKH FRPSDQ\
PLQLPLVLQJ ZDVWH ,Q JHQHUDO EXVLQHVV SDUWQHUV DUH SULPDULO\ LQWHUHVWHG LQ WUDGH





WRXUV WRSURPRWH LWVHOI DV HPSOR\HU ,QPDQ\VHFWRUVRI WKHHFRQRP\KXPDQFDSLWDO
NQRZOHGJHDQGFUHDWLYLW\KDVEHFRPHDGHFLVLYHSURGXFWLRQIDFWRU7KHEHQHILWVRI
SURPRWLQJDFRPSDQ\DVHPSOR\HU WKURXJKLQGXVWULDO WRXULVPEHFRPHPRUHWDQJLEOH
DQG GLUHFW LI WKH SURILOH RI D YLVLWRU FRUUHVSRQGV ZLWK WKH SURILOH RI D SRWHQWLDO




)RUPRVWFRPSDQLHVSRWHQWLDO HPSOR\HHVFDQEHPDLQO\ IRXQG LQ WKH UHJLRQ
WKHPD[LPXPGLVWDQFHEHWZHHQDVLWHDQGWKHZRUNHUVLVVXEMHFWWRWKHDYDLODELOLW\RI
LQIUDVWUXFWXUHEXW DOVR WR WKH LQFRPHPRELOLW\DQGSUHIHUHQFHVRI WKHHPSOR\HHV LQ

 $Q H[WHQGHG YHUVLRQ LV WKH TXDGUXSOH KHOL[ ZKLFK LQFOXGHV FRQVXPHU LQYROYHPHQW LQ LQQRYDWLRQ
.RVWLDLQHQ
7KHKRVWILUP¶VSHUVSHFWLYH
TXHVWLRQ WKLQN DERXW WKH ZLOOLQJQHVV WR FRPPXWH RU FKDQJH UHVLGHQFH )RU VRPH
FRPSDQLHVKRZHYHUWKHUHOHYDQWHPSOR\HHFRPPXQLW\*R\GHULVDVODUJHDV





JURXSV DOWKRXJKZLWK WKH WUHQGVRI OLIHORQJ OHDUQLQJ DQGPRUHG\QDPLVP LQ ODERXU
PDUNHWVDOVRDGXOWVEHFRPHLQWHUHVWLQJDVWDUJHWJURXS2QO\IRUSHRSOHWKDWDUHQRW
DEOHRUZLOOLQJ WRZRUN HJ UHWLUHGSHRSOH LWGRHVQRWPDNHVHQVH WRXVHFRPSDQ\
YLVLWV DV LQVWUXPHQW WR SURPRWH WKH ILUP DV HPSOR\HU DW OHDVW QRW LQ D GLUHFWZD\
EHFDXVH WKH\PD\ VWLOO EHFRPHDPEDVVDGRUV IRU WKH ILUPDV HPSOR\HU HJ IRU WKHLU
FKLOGUHQRUJUDQGFKLOGUHQWKURXJKZRUGRIPRXWKFRPPXQLFDWLRQ
 1HLJKERXULQJFLWL]HQVDQGUHJLRQDOLQWHUHVWJURXSV
7R VHFXUH WKHLU OLFHQVH WR RSHUDWH FRPSDQLHV DOVR QHHG WR EXLOG VXVWDLQDEOH
UHODWLRQVZLWKWKHFRPPXQLWLHVLQZKLFKWKH\RSHUDWH*R\GHU&RPSDQ\YLVLWV
IRU QHLJKERXULQJ FLWL]HQV DQG LQWHUHVW JURXSV HQYLURQPHQWDO DFWLRQ JURXSV DQLPDO
ULJKWJURXSVKXPDQULJKWVJURXSVHWFFRQVWLWXWHRQHRIWKHLQVWUXPHQWVWRUHVSRQGWR
WKHVRFLHW\¶VGHPDQGIRUWUDQVSDUHQF\DQGFRUSRUDWHVRFLDOUHVSRQVLELOLW\&657KH
EHQHILWV RI RSHQLQJ GRRUV IRU WKHVH YLVLWRU JURXSV GHSHQG RQ WKH SUHVVXUH RQ WKH
OLFHQVH WR RSHUDWH ZKLFK LV VWURQJO\ LQIOXHQFHG E\ WKH QHJDWLYH DQG SRVLWLYH
H[WHUQDOLWLHVJHQHUDWHGE\DILUP¶VDFWLYLWLHVDIIHFWLQJWKHZHOOEHLQJRIFRPPXQLWLHV
2UWREHPRUHSUHFLVHZKDWPDWWHUVLVWKHSHUFHSWLRQRIWKHVHH[WHUQDOLWLHV,QGXVWULDO












VWURQJO\GHSHQGVRQJRRGFRPPXQLW\ UHODWLRQV1RWRQO\ VWDNHKROGHU WKHRU\FDQEH
XVHG WRDQDO\VH&65VWUDWHJLHVEXWDOVRVRFLDOFDSLWDO WKHRU\ 3XWQDPZKLFK
VHHPVPRUHDSSURSULDWHIRU60(V3HUULQLDVLWUHFRJQLVHVWKHLQWDQJLEOHDVVHWV
RI UHSXWDWLRQ WUXVW OHJLWLPDF\ DQG FRQVHQVXV +DELVFK HW DO  6SHQFH HW DO
 &65 VWUDWHJLHV DUH WKH UHVXOW RI WKH LQWHUSOD\ EHWZHHQ WKH FRPSDQ\ DQG LWV
VWDNHKROGHUV FRPSDQLHV KDYH VRPH IUHHGRP WR FKRRVH D VWUDWHJ\ UDQJLQJ IURP
UHDFWLYH DQG GHIHQVLYH WR DGDSWLYH DQG SURDFWLYH (LOEHUW 	 3DUNHW  &DUUROO

$OWKRXJKDOOFRPSDQLHVPD\EHQHILW IURPWKHVWUDWHJ\ WRXVHFRPSDQ\YLVLWV
IRU D GHPRQVWUDWLRQ RI JRRG FLWL]HQVKLS LW VHHPV SDUWLFXODUO\ UHOHYDQW IRU ILUPV LQ
LQGXVWULHVWKDWDUHWRSLFRIGHEDWHLQVRFLHW\IRULQVWDQFHEHFDXVHWKH\SOD\DUROHLQ
JOREDO ZDUPLQJ HJ FDU PDQXIDFWXUHUV DQG HQHUJ\ FRPSDQLHV RU XVH SURGXFWLRQ
PHWKRGV WKDW DUH DFFXVHG RI EHLQJ XQHWKLFDO HJ LQ WHUPV RI KXPDQ DQG DQLPDO
ULJKWV$OVRSRUWVDQGDLUSRUWVDUHW\SLFDOH[DPSOHVRIµFRPSDQLHV¶HLWKHUSXEOLFRU
SULYDWH WKDWDUH WRSLFRIGHEDWH LQ VRFLHW\ VKRXOG WKH\H[SDQGRUQRWZKDW LV WKHLU
FRQWULEXWLRQWRWKHHFRQRP\DQGZKDWLVWKHLULPSDFWRQWKHHQYLURQPHQW"/RRNLQJDW
WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP LW LV LPSRUWDQW WR UHDOLVH WKDW QHLJKERXULQJ




&RPSDQ\ YLVLWV FDQ DOVR EH XVHG DV LQVWUXPHQWV WR JHW IUHH SXEOLFLW\ 7KH
PHGLD WHOHYLVLRQ UDGLR QHZVSDSHUV SRSXODU PDJD]LQHV EXVLQHVV PDJD]LQHV
VFLHQWLILF PDJD]LQHV HWF DUH UHOHYDQW VWDNHKROGHUV EHFDXVH WKH\ LQIOXHQFH
LQWHQWLRQDOO\RUQRWRWKHUVWDNHKROGHUVZLWKGLUHFWLQIOXHQFHRQDFRPSDQ\¶VOLFHQVH
WR RSHUDWH 3RVLWLYH FRYHUDJH PD\ KHOS FRPSDQLHV WR LPSURYH WKHLU UHSXWDWLRQ DV
SURGXFHU HPSOR\HU DQG FLWL]HQ DQG WR SURPRWH WKHLU EUDQGV DQG SURGXFWV 7KH
EHQHILWV RI SXEOLFLW\ GHSHQG RQ IDFWRUV VXFK DV WKH VL]H RI WKH DXGLHQFH HJ WKH
QXPEHURIFRSLHVVROGWKHJHRJUDSKLFPDUNHWWKHUHOHYDQFHRIWKHDXGLHQFHIRUWKH





ZRUGVHWF)RU LQVWDQFH LW LVSUREDEOH WKDW ORFDOPHGLDKDYHDVWURQJHU LQIOXHQFHRQ
WKHOR\DOW\RIORFDOVWDNHKROGHUVWKDQLQWHUQDWLRQDOPHGLD
   3URGXF W LY L W\ JD LQV DQG  O R V VH V 
,QGXVWULDOWRXULVPLVDVRXUFHRIILQDQFLDODQGUHSXWDWLRQDOEHQHILWVEXWZKDWLV
WKHLPSDFWRQSURGXFWLYLW\DNH\GHWHUPLQDQWRIEXVLQHVVSHUIRUPDQFH"3URGXFWLYLW\
FDQ EH GHILQHG LQ WHUPV RI RXWSXWLQSXW UDWLRV 2XWSXW UHODWHV WR WKH SURGXFWLRQ RI
JRRGV RU VHUYLFHVZKLOH WKH XVH RI SURGXFWLRQ IDFWRUV LV UHOHYDQW IRU WKH LQSXW )RU
LQVWDQFH ODERXUSURGXFWLYLW\ LVXVXDOO\GHILQHGDV WKHDPRXQWRIXQLWVSURGXFHGSHU




,I FRPSDQ\ YLVLWV JHQHUDWH LQFRPH ± HLWKHU GLUHFWO\ RU LQGLUHFWO\ HJ YLD
SURPRWLRQ ± HPSOR\HHV ZKR DUH LQYROYHG LQ WKH VXSSO\ RI FRPSDQ\ WRXUV DUH
SURGXFWLYH,QGXVWULDOWRXULVPFUHDWHVMREVIRUWRXUJXLGHVDQGVKRSDWWHQGDQWV)UHZ




35 WRRO SURGXFWLYLW\ JDLQV IRU PDUNHWLQJ DQG 35 VWDII FDQ RQO\ EH H[SHFWHG LI
FRPSDQ\YLVLWVDUHPRUHFRVWHIILFLHQWLQWHUPVRIRXWSXWDQGLQSXWWKDQRWKHUWRROV
XVHGEHIRUH$QH[DPSOHRIFRVWHIILFLHQF\ LV WKHFDVHRI&HOHVWLDO6HDVRQLQJVDQ
$PHULFDQ WHDSURGXFHUZKRVHGLUHFWRU VDLG WKDW µRQHYLVLWKDVPRUHYDOXH WKDQRQH




GRLQJ VRPHWKLQJ HOVH SURGXFWLRQ PDUNHWLQJ PDQDJHPHQW SURGXFWLYLW\ JDLQV
GHSHQGRQWKHDGGHGYDOXHRIWKHDOWHUQDWLYH,QRWKHUZRUGVLI\RXKDYHVRPHKRXUV





GHFOLQLQJ GHPDQG 7KH RSSRUWXQLWLHV WR XVH LQGXVWULDO WRXULVP WR LPSURYH ODERXU
SURGXFWLYLW\ IRU LQVWDQFH DSSO\ WR DJULFXOWXUDO FRPSDQLHV HJ :HDYHU 	 )HQQHO
)UHZ
 7KHODERXUSURGXFWLYLW\RIVWDIIQRWLQYROYHGLQDUUDQJLQJFRPSDQ\YLVLWV
&RPSDQ\ WRXUV FDQ DOVR DIIHFW WKH SURGXFWLYLW\ RI HPSOR\HHVZKR VSHQG QR
WLPHDWDOORQDUUDQJLQJYLVLWV3URGXFWLYLW\ORVVHVFDQEHH[SHFWHGLIWKHYLVLWRUVFDXVH
DQ\ LQFRQYHQLHQFH WR WKH SURGXFWLRQ SURFHVV IRU LQVWDQFH LI PDFKLQHV KDYH WR EH
VZLWFKHG RII GXH WR VDIHW\ UHJXODWLRQV RU LI YLVLWRUV GLVWUDFW HPSOR\HHV IURP WKHLU
ZRUN 0RUH LQGLUHFWO\ LQGXVWULDO WRXULVP FDQ DOVR LQIOXHQFH WKH ZRUNLQJ PRUDO
DOWKRXJK WKLV YHU\ PXFK GHSHQGV RQ WKH FRQFHSW DQG WKH W\SH RI YLVLWRUV 7KH
UHFHSWLRQ RI YLVLWRUV FDQ PDNH HPSOR\HHV IHHO SURXG DERXW WKHLU ZRUN DQG WKH
FRPSDQ\WKH\ZRUNIRUWKXVLPSURYLQJWKHZRUNLQJPRUDO7KHLQWHUHVWVLQWKHJRRGV
DQGWKH LQGXVWU\PDNHWKHPDZDUHRI WKH LPSRUWDQFHRI WKHLU MREV)UHZ$Q
LQWHUHVWLQJ YLVLWRU JURXS IRU VWLPXODWLQJ FRPSDQ\ SULGH FRQFHUQV WKH IDPLO\ DQG
IULHQGV RI HPSOR\HHV 3RVVLEO\ WKH LGHD WKDW WKH\ DUH ZDWFKHG E\ YLVLWRUV DOVR
VWLPXODWHV HPSOR\HHV WR VKRZ WKHLU EHVW DOWKRXJK WKH ORVV RI SULYDF\ FRXOG DOVR
GHPRWLYDWHWKHP7KHLVVXHRISULYDF\LVSDUWLFXODUO\UHOHYDQWLIFRPSDQLHVRSHQWKHLU
GRRUVIRUOHLVXUHRULHQWHGYLVLWRUVZKREULQJWKHLUFDPHUDVWRPDNHSKRWRV




RWKHU KDQG FRPSDQ\ YLVLWV PD\ DOVR VWLPXODWH ILUPV WR LPSURYH WKH ZRUNLQJ
HQYLURQPHQWDQGIDFLOLWLHVIRUHPSOR\HHVRQO\DVVXPLQJWKDWWKH\ZDQWWREHVHHQDVD
JRRGHPSOR\HUDQGJRRGFLWL]HQ
   ,QGXV WU LD O  W RXU L VPSR WHQ W LD O 
:HKDYHDVVXPHGWKDWDOOFRPSDQLHVFDQRSHQWKHLUGRRUVIRUYLVLWRUV±WDNLQJ
DGYDQWDJH RI LQGXVWULDO WRXULVP ± EXW WKLV GRHV QRW LPSO\ WKDW DOO ILUPV DUH HTXDOO\





LPSRUWDQW GHWHUPLQDQW RI WKH DELOLW\ WR DWWUDFW LQGXVWULDO WRXULVWV 0DGHU 
6ZDUEURRNH 	 +RUQHU  6ZDUEURRNH  0DGHU  LGHQWLILHG VHYHUDO
W\SHVRISURGXFWVWKDWDSSHDOWRLQGXVWULDOWRXULVWVSURGXFWVZLWKDV\PEROLFFKDUDFWHU
IRU WKH UHJLRQ EUDQGHG JRRGV FRQVXPSWLRQ JRRGV HYHU\GD\ SURGXFWV OX[XULRXV
JRRG WHFKQRORJLFDOO\ DGYDQFHG SURGXFWV VSHFLDO LQWHUHVW SURGXFWV DQG KDQGPDGH
SURGXFWV
























DSODFH WRYLVLW6ZDUEURRNH	+RUQHU ±ZKR ORRNHGDWYLVLWRUQXPEHUVRI
LQGXVWULDO VLWHV LQ )UDQFH ± DQG 6ZDUEURRNH  FRQILUP WKDW EUDQGHG JRRGV
H[FOXVLYH OX[XULRXV SURGXFWV HYHU\GD\ OLIH SURGXFWV DQG VHUYLFHV DQG WUDGLWLRQDO RU
KDQGPDGH SURGXFWV DUH SRSXODU DPRQJ LQGXVWULDO WRXULVWV 0DGHU XVHV KLV OLVW WR
H[SODLQZK\WKHDXWRPRWLYHLQGXVWU\KDVDOZD\VDWWUDFWHGPDQ\YLVLWRUVFDUSURGXFHUV
KDYH VHYHUDO VRXUFHV RI LQGXVWULDO WRXULVP SRWHQWLDO DW WKHLU GLVSRVDO $QRWKHU
DWWUDFWLYH SURGXFW FDWHJRU\ ± QRW PHQWLRQHG E\ 0DGHU ± FRPSUHKHQGV µXQXVXDO
SURGXFWV¶6ZDUEURRNH	+RUQHU 6LQFHWRXULVWVFDQEHVHHQDVFROOHFWRUVRI
XQLTXH H[SHULHQFHV FRPSDQLHV WKDW SURGXFH XQXVXDO SURGXFWV KDYH D FRPSHWLWLYH




WKH SURGXFWLRQ SURFHVV 6ZDUEURRNH  FODLPV WKDW ERWKPRGHUQ DQG WUDGLWLRQDO
SURFHVVHVDUHDWWUDFWLYHIRUYLVLWRUVKLVOLVWRIDWWUDFWLYHILUPVLQFOXGHVFRPSDQLHVWKDW
SURGXFH SURGXFWV ZKLFK DUH PDGH LQ D WUDGLWLRQDO RU SLFWXUHVTXH ZD\ DV ZHOO DV
FRPSDQLHVWKDWSURGXFHSURGXFWVZKHUHWKHSURGXFWLRQSURFHVVLQYROYHVKLJKOHYHOVRI
VNLOO 7KLV FODLP FRUUHVSRQGV ZLWK WKH UHVXOWV RI 0DGHU¶V VXUYH\ ZKLFK LGHQWLILHV
FRPSDQLHV WKDW SURGXFH KDQGPDGH SURGXFWV DQG FRPSDQLHV WKDW SURGXFH
WHFKQRORJLFDOO\DGYDQFHGSURGXFWVDVSUHIHUUHGGHVWLQDWLRQVRILQGXVWULDOWRXULVWV
6ZDUEURRNHDQG0DGHUSD\OHVVDWWHQWLRQWRDQRWKHUDVSHFWRIWKHSURGXFWLRQ
SURFHVVZHFRQVLGHUPRUH LPSRUWDQW LWVYLVLELOLW\DQG WDQJLELOLW\ ,WFDQEHDVVXPHG
WKDW LQGXVWULDO WRXULVWV ILQG LWPRUHDWWUDFWLYH WRYLVLWSODFHVZKHUH WKH\DFWXDOO\ FDQ
µVHHVPHOOKHDUWRXFKDQGWDVWH¶WKHSURGXFWLRQSURFHVVWKDQSODFHVZKHUHSURGXFWLRQ
SURFHVVHVFDQKDUGO\EHREVHUYHG0DUWLQ	0DVRQVWDWH WKDWDWWUDFWLRQV WKDW













DWWUDFWLYHQHVV RI WKH VLWH$FFRUGLQJ WR 6ZDUEURRNH	+RUQHU  WZR W\SHV RI
VLWHVDUHSDUWLFXODUO\DWWUDFWLYHDPRQJLQGXVWULDOWRXULVWVIDFWRULHVZKHUHSURGXFWVFDQ
EHERXJKW DW GLVFRXQW SULFHV DQG HVWDEOLVKPHQWVZKHUH YLVLWRUV KRSH WR UHFHLYH IUHH
VDPSOHV RI D GHVLUDEOH SURGXFW DOVR VHH 6ZDUEURRNH  7KLV LPSOLHV WKDW








EHFRPH KRZ DFFHVVLEOH WKH IDFLOLW\ PD\ EH WR YLVLWRUV¶ S  ,Q DGGLWLRQ WKH
DELOLW\WRDWWUDFWYLVLWRUVGHSHQGVRQSURPRWLRQDODFWLYLWLHVVXFKDVWKHGLVWULEXWLRQRI




   &RQF OXV LRQV 
,QWKLVFKDSWHUZHGLVFXVVHGWKHFRVWVDQGEHQHILWVRILQGXVWULDOWRXULVPIURP
WKHYLHZSRLQW RIRQH VLQJOH FRPSDQ\ DPLFURHFRQRPLFYLHZ:H LGHQWLILHG IL[HG
YDULDEOH DQG VWHS FRVWV LQ LQGXVWULDO WRXULVP GHYHORSPHQW DQG H[SODLQHG KRZ WKHVH
FRVWW\SHVYDU\ZLWKYLVLWRUQXPEHUV7KLVDQDO\VLVDSSHDUHGWREHSDUWLFXODUO\KHOSIXO
IRU XQGHUVWDQGLQJ WKH LPSDFW RI YLVLWRU IOXFWXDWLRQV VHDVRQDOLW\ RQ FRVWV 7KH
EHQHILWV RI LQGXVWULDO WRXULVPGHYHORSPHQW GHSHQG RQ QXPHURXV IDFWRUV VXFK DV WKH
FKDUDFWHULVWLFVRIWKHILUPDQGLWVSURGXFWVEXWDOVRWKHFKDUDFWHULVWLFVRIWKHFRPSDQ\
WRXUDQG WKHYLVLWRUV DWWUDFWHG&RPSDQ\YLVLWV FDQJHQHUDWHGLUHFW ILQDQFLDOEHQHILWV
YLD WLFNHW VDOHV DQG WKH RQVLWH VDOHV RI SURGXFWV EXW DOVR LQGLUHFW LQFRPH DQG
HPSOR\PHQW EHQHILWV YLD LPSURYHG VWDNHKROGHU UHODWLRQV 6WDNHKROGHU DQDO\VLV LV D

KHOSIXOWRROWRDVVHVVWKHXVHIXOQHVVRIUHFHLYLQJSDUWLFXODUYLVLWRUJURXSVIRUGLIIHUHQW
W\SHV RI FRPSDQLHV &RPSDQLHV DUH H[SHFWHG WR XVH VSHFLILF SROLFLHV IRU YDULRXV
YLVLWRU JURXSV UHVXOWLQJ LQ D GLIIHUHQW PDUNHWLQJ PL[ SULFH SURGXFW SODFH
SURPRWLRQIRUHDFKYLVLWRUJURXS:HDOVRGLVFXVVHGWKHLPSDFWRILQGXVWULDOWRXULVP
RQ WKH SURGXFWLYLW\ RI VWDII LQYROYHG LQ DUUDQJLQJ YLVLWV ,W EHFDPH FOHDU WKDW
LQYHVWPHQWV LQ FRPSDQ\ WRXUV VKRXOG EH FRVWHIILFLHQW LQ FRPSDULVRQ ZLWK RWKHU
LQYHVWPHQWRSWLRQV0RUHRYHULWLVLPSRUWDQWWRDVVHVWKHLPSDFWRQWKHSURGXFWLYLW\RI
VWDII QRW LQYROYHG LQ FRPSDQ\ YLVLWV FRQIOLFWV EHWZHHQ FRPSDQ\ WRXUV DQG WKH
SULPDU\SURGXFWLRQSURFHVVVKRXOGEHDYRLGHG
7KH FRQFOXVLRQ IURP WKLV FKDSWHU LV WKDW LQGLYLGXDO ILUPV DUHRQO\ZLOOLQJ WR




OLNHO\ WKDW FRPSDQ\ WRXUV DUH ORVVPDNLQJ LQ VWULFWO\ ILQDQFLDO WHUPV 6KRSV DQG
FDWHULQJIDFLOLWLHVRQWKHVLWHPD\SDUWO\FRPSHQVDWHIRUWKHFRVWVPDGHWRKLUHJXLGHV
DQG WRPRGLI\ WKH VLWH HJYLVLWRU IDFLOLWLHV0RUH LQGLUHFWO\ LQGXVWULDO WRXULVPFDQ













7KH XUEDQ  UHJ LRQ¶V SHUVSHF W LYH 
   ,Q WURGXF W LRQ 
,QWKHSUHYLRXVFKDSWHUZHDQDO\VHGWKHFRVWVDQGEHQHILWVRILQGXVWULDOWRXULVP




LWV LQKDELWDQWV $JDLQ LW LV QRW RXU LQWHQWLRQ WR FDUU\ RXW D FRPSOHWH FRVWEHQHILW
DQDO\VLVZH RQO\ UHYLHZ FRVWV DQG EHQHILWV WR JDLQ LQVLJKW LQ WKH FRQGLWLRQV XQGHU
ZKLFK UHJLRQDO ERGLHV DQG RUJDQLVDWLRQV DUH ZLOOLQJ WR IDFLOLWDWH LQGXVWULDO WRXULVP
GHYHORSPHQW
   &R O O HF W L YH  LQ W HUH V W V  
7KH VKLIW IURPDPLFURHFRQRPLF WR DPDFURHFRQRPLF DQDO\VLV LPSOLHV WKDW




:H FKRRVH WR DQDO\VH LQGXVWULDO WRXULVP GHYHORSPHQW RQ WKH OHYHO RI XUEDQ
UHJLRQV UDWKHU WKDQ FLWLHV /LNH FLWLHV XUEDQ UHJLRQV FDQ EH GHILQHG DV VSDWLDOO\





GHILQLWLRQV RI XUEDQ UHJLRQV $V ZH GLVFXVVHG LQ FKDSWHU WKUHH FLWLHV DQG XUEDQ




WKH\PD\DOOEHQHILW IURPDQDWWUDFWLYHXUEDQHQYLURQPHQWDQGDJRRG LPDJHRI WKH
UHJLRQZKLOH WKH\DUHDOOERWKHUHGE\QXLVDQFHFRQJHVWLRQDQGRWKHUDJJORPHUDWLRQ
GLVDGYDQWDJHV
7KH XUEDQ UHJLRQ LV KRZHYHU QRW WKH RQO\ JHRJUDSKLF OHYHO RQ ZKLFK WKH
FROOHFWLYH FRVWV DQG EHQHILWV RI LQGXVWULDO WRXULVP FDQ EH DVVHVVHG $OVR
QHLJKERXUKRRGV GLVWULFWV UHJLRQV DQG FRXQWULHV HVWDEOLVK FROOHFWLYH LQWHUHVWV
)XUWKHUPRUH VRPH DFWRUV VLPSO\ VKDUH FROOHFWLYH LQWHUHVWV EHFDXVH WKH\ DUH LQ WKH
VDPHLQGXVWU\VHFWRURUVXSSO\FKDLQ,QWKDWFDVHWKHIDFWWKDWWKH\DUHLQWKHVDPH
FLW\ RU UHJLRQ RU ZKDWHYHU DUHD LV OHVV UHOHYDQW IRU XQGHUVWDQGLQJ WKH FRPPRQ
LQWHUHVWV $QRWKHU UHOHYDQW FROOHFWLYLW\ LV D FOXVWHU 3RUWHU  S GHILQHG D
FOXVWHU DV D µJHRJUDSKLFDOO\ SUR[LPDWH JURXS RI LQWHUFRQQHFWHG FRPSDQLHV DQG
DVVRFLDWHG LQVWLWXWLRQV LQ D SDUWLFXODU ILHOG OLQNHG E\ FRPPRQDOLWLHV DQG
FRPSOHPHQWDULWLHV¶ 'H /DQJHQ  S GHILQHG D FOXVWHU DV µD SRSXODWLRQ RI
EXVLQHVV XQLWV DVVRFLDWLRQV DQG SXEOLFSULYDWH RUJDQLVDWLRQV FHQWHUHG DURXQG D
GLVWLQFWLYH HFRQRPLF VSHFLDOLVDWLRQ¶ .H\ FKDUDFWHULVWLFV RI D FOXVWHU DUH WKH
JHRJUDSKLFFRQFHQWUDWLRQLWLVDORFDOLVHGQHWZRUNDQGWKHLQWHUGHSHQGHQF\EHWZHHQ
LWVPHPEHUV WKHLU SURGXFWLRQ SURFHVVHV DUH OLQNHG WKURXJK WKH H[FKDQJH RI JRRGV
VHUYLFHVDQGRUSURGXFWLYLW\9DQGHQ%HUJ%UDXQ	9DQ:LQGHQ7RJHWKHU







   &RV W V 
 'LUHFWFRVWV
,Q KLV FRVWEHQHILW DQDO\VLV RI WRXULVP 9DQ GHU %RUJ  PDGH D
GLVWLQFWLRQEHWZHHQWZRVRXUFHVRIGLUHFWFRVWVZKLFKDOVRDSSO\WRLQGXVWULDOWRXULVP

 $OO HIIRUWV QHHGHG WR UXQ WKH WRXULVW ILUPV ERWK LQYHVWPHQWV DQG
RSHUDWLRQDOFRVWV
 ([SHQVHVRIORFDOSXEOLFDXWKRULWLHVODLGRXWIRUWKHH[SUHVVSXUSRVHRI
UHLQIRUFLQJ WRXULVP ([DPSOHV DUH WKH FRVWV LQYROYHG LQ SURPRWLRQ












FDVH WKHVH RUJDQLVDWLRQV DUH FRQIURQWHG ZLWK WKH VDPH LVVXH DV WKH KRVW ILUPV WKH
LQIOXHQFHRIYDULDWLRQVLQYLVLWRUIORZVVHDVRQDOLW\RQIL[HGYDULDEOHDQGVWHSFRVWV
,QRXUPLFURHFRQRPLFDQDO\VLVZHDUJXHG WKDW IRU LQGLYLGXDO ILUPV LWPDNHV
VHQVH WR UHSODFH ORQJWHUP LQYHVWPHQWV IL[HG FRVWV E\ VKRUWWHUP SXUFKDVHV VWHS
FRVWVZKLFKFDQEHUHDOLVHGE\RXWVRXUFLQJYLVLWRUVHUYLFHV2QDQDJJUHJDWHGOHYHO
WKHDGYDQWDJHRIRXWVRXUFLQJYLVLWRUVHUYLFHVWRVSHFLDOLVHGRUJDQLVDWLRQVLVWKDWWKHVH
SDUWLHV DUH OHVV YXOQHUDEOH WR YDULDWLRQV LQ YLVLWRU QXPEHUV EHFDXVH WKH\ GHOLYHU WR
VHYHUDOFRPSDQLHVZLWKGLIIHUHQWYLVLWRUSURILOHV,QWKLVZD\HFRQRPLHVRIVFDOHKHOS
WR UHGXFH WKH FRVWV RI YLVLWRU VHUYLFHV WKDW FDQ EH VKDUHG VXFK DV JXLGHV ERRNLQJ
V\VWHPVDQGVHFXULW\FKHFNVIRUYLVLWRUV+RZHYHUQRWRQO\LQWDQJLEOHYLVLWRUVHUYLFHV









DWWULEXWHG WR WKHSXUSRVHRISURPRWLQJ LQGXVWULDO WRXULVP7KHVH LQYHVWPHQWVFDQEH
PDGHE\SXEOLFDXWKRULWLHV±DVVXJJHVWHGE\9DQGHU%RUJ±EXWDOVRE\SDUWQHUVKLSV




WKH FRVWV DVVRFLDWHG ZLWK WKH GHYHORSPHQW RI SXEOLF DWWUDFWLRQV DQG HYHQWV WKDW
SURPRWH FRPSDQ\ YLVLWV LQ JHQHUDO FRXOG EH FDWHJRULVHG XQGHU WKLV KHDGLQJ 3XEOLF
DWWUDFWLRQV HYHQWV DQGSURPRWLRQDO FDPSDLJQVQRW RQO\PDNH WKH LQGXVWULDO WRXULVP
SURGXFWPRUHDWWUDFWLYHWKH\FDQDOVREHXVHGWRUHGXFHWKHYDULDWLRQLQYLVLWRUIORZV
 ,QGLUHFWFRVWV





 ,QGXFHG FRVWV DV D UHVXOW RI WKH H[FHVVLYH SUHVVXUH RQ D WRXULVW
DWWUDFWLRQHJWKHQHJDWLYHLPSDFWRQFRQJHVWLRQDQGSROOXWLRQ
 7KH ORQJWHUP LQIOXHQFH RQ RWKHU HFRQRPLF IXQFWLRQV HJ WKH
FURZGLQJRXWHIIHFW

:H GHILQH LQGLUHFW FRVWV DV FRVWV WKDW DUH QRW GLUHFWO\ DFFRXQWDEOH WR WKH
GHYHORSPHQW RI LQGXVWULDO WRXULVP 7KH ILUVW VRXUFH RI LQGLUHFW FRVWV FRQFHUQV
H[SHQGLWXUHRQ IDFLOLWLHV DWWUDFWLRQV DQGRWKHU LQIUDVWUXFWXUHQRW GLUHFWO\GHVWLQHG WR
WKH LQGXVWULDO WRXULVW PDUNHW ,QGXVWULDO WRXULVWV PDNH XVH RI LQIUDVWUXFWXUH DQG
IDFLOLWLHVWKDWDUHDYDLODEOHWRDOOXVHUVRIWKHXUEDQUHJLRQ7KLVDOVRLPSOLHVWKDWWKH
DWWUDFWLYHQHVVRIDFRPSDQ\ WRXUGHSHQGVRQ WKHDWWUDFWLYHQHVVRI WKH UHJLRQDQG LWV
IDFLOLWLHV DQG DWWUDFWLRQV DV ZHOO DV RQ WKH LQWHUQDO DQG H[WHUQDO DFFHVVLELOLW\ 7KH
7KHXUEDQUHJLRQ¶VSHUVSHFWLYH
GHYHORSPHQW RI LQIUDVWUXFWXUH WRPDNH LQGXVWULDO DUHDV ZLWK WRXULVP SRWHQWLDOPRUH
DFFHVVLEOHLVDW\SLFDOH[DPSOHRIDQLQYHVWPHQWWKDWUHTXLUHVFROOHFWLYHDFWLRQ
$OVRWKHVHFRQGVRXUFHRILQGLUHFWFRVWVLVDVVRFLDWHGZLWKWKHXVHRIIDFLOLWLHV
DQG LQIUDVWUXFWXUHE\ LQGXVWULDO WRXULVWV WKH DUULYDO RIYLVLWRUVEULQJV DORQJQHJDWLYH
H[WHUQDOLWLHV VXFK DV FRQJHVWLRQ DQG SROOXWLRQ 7KHVH QHJDWLYH HIIHFWV RQ WKH
HQYLURQPHQWPDNHDFLW\OHVVDWWUDFWLYHIRUDOOLWVXVHUVLQFOXGLQJKRVWILUPVDQGWKHLU
YLVLWRUV 7KH HQYLURQPHQWDO LPSDFW RI LQGXVWULDO WRXULVP GHSHQGV RQ WKH QXPEHU RI
YLVLWRUVIOXFWXDWLRQVLQYLVLWRUIORZVDQGWKHDFWXDOEHKDYLRXURIYLVLWRUVHJWKHXVH
RIPRUHVXVWDLQDEOHPRGHVRIWUDQVSRUW([FHVVLYHSUHVVXUHRQDFLW\¶VLQIUDVWUXFWXUH




&RQVLGHULQJ WKDW LQGXVWULDO WRXULVP LV RQO\ D VPDOO VHJPHQW RI WKH WRXULVP
VHFWRU WKH WKLUG VRXUFH RI LQGLUHFW FRVWV VHHPV OHVV UHOHYDQW IRU RXU FRVWEHQHILW
DQDO\VLV ,W LV QRW YHU\ OLNHO\ WKDW WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP EHFRPHV D
WKUHDW IRU WKH GLYHUVLW\ RI D FLW\ FKDVLQJ DZD\ RWKHU IXQFWLRQV WKH FURZGLQJ RXW
HIIHFW4XLWH WKH FRQWUDU\ LQGXVWULDO WRXULVPFDQEH VHHQDV D IRUPRI WRXULVP WKDW
HQDEOHV FLWLHV WR XVH ODQG DQG EXLOGLQJV IRU ERWK WRXULVP DQG RWKHU HFRQRPLF
IXQFWLRQV0DGHU%DXPDQQ
   ' LUHF W  DQG  LQG LUHF W  LQFRPH DQG HPSOR\PHQW EHQH I L W V 
,QGXVWULDO WRXULVP JHQHUDWHV LQFRPH DQG HPSOR\PHQW QRW RQO\ IRU WKH KRVW
ILUPVGLUHFWLQFRPHDQGHPSOR\PHQWEXWDOVRIRUVXSSOLHUVRISURGXFWVDQGVHUYLFHV
XVHG E\ WKH KRVW ILUPV LQGLUHFW LQFRPH DQG HPSOR\PHQW DQG ILUPV LQ WKH WRXULVP
LQGXVWU\ RU RWKHU VHFWRUV WKDW EHQHILW IURP WKH DUULYDO RI LQGXVWULDO WRXULVWV LQGXFHG
LQFRPHDQGHPSOR\PHQWEDVHGRQ9DQGHU%RUJ,QGXVWULDOWRXULVPKHOSVWR














 7KH ORFDO VXSSO\ RI WRXULVW DWWUDFWLRQV DQG VXSSRUWLQJ WRXULVP
LQIUDVWUXFWXUH,QGXFHGEHQHILWVUHODWHWRWKHGHJUHHWRZKLFKLQGXVWULDO
WRXULVWVFRPELQHFRPSDQ\YLVLWVZLWKYLVLWVWRRWKHUWRXULVWDWWUDFWLRQV
DQG WKH XVH RI VXSSRUWLQJ WRXULVP LQIUDVWUXFWXUH VXFK DV KRWHOV
UHVWDXUDQWV DQG VKRSV:KHQ D FLW\ KDVPRUH WR RIIHU WKH FKDQFH LV
ELJJHUWKDWSHRSOHVWD\IRUDORQJHUSHULRG
 7KH FRPSRVLWLRQ RI YLVLWRU IORZV 6RPH YLVLWRUV DUHPRUH LQFOLQHG WR
XVHRWKHUIDFLOLWLHVWKDQRWKHUYLVLWRUV7KHVSDWLDOHFRQRPLFEHKDYLRXU
RI YLVLWRUV LV LQIOXHQFHG E\ IDFWRUV VXFK DV WKHLU PRWLYHV WR YLVLW
EXVLQHVVHGXFDWLRQRUOHLVXUHWKHLUEXGJHWDQGWKHLUSODFHRIRULJLQ
7KHVHIDFWRUVDOVRGHWHUPLQHWKHOHQJWKRIDYLVLWRU¶VVWD\H[FXUVLRQLVWV
SHRSOHZKRVWD\ LQDFLW\ IRU OHVV WKDQKRXUVJHQHUDWHRIWHQ OHVV
EHQHILWV WKDQ WRXULVWV DV GHILQHG E\ WKH:RUOG 7RXULVP2UJDQLVDWLRQ
ZKRVWD\IRUPRUHWKDQKRXUV
 $FFHVVLELOLW\ 7KH LQWHUDFWLRQ EHWZHHQ LQGXVWULDO WRXULVP DWWUDFWLRQV
DQGRWKHUWRXULVPDWWUDFWLRQVDQGIDFLOLWLHVGHSHQGVRQDFFHVVLELOLW\IRU
YLVLWRUV LW LV HDVLHU WR FRPELQH YLVLWV WR WZR VLWHV LI WKH JHQHUDOLVHG
WUDQVSRUWDWLRQ FRVWV PRQH\ WLPH DUH ORZ ,QWHUDFWLRQ FDQ WKXV EH
IDFLOLWDWHG E\ HLWKHU FOXVWHULQJ LQGXVWULDO WRXULVP IXQFWLRQV RU E\
GHYHORSLQJJRRGWUDQVSRUWFRQQHFWLRQV
 ,QIRUPDWLRQ :HEVLWHV EURFKXUHV LQIRUPDWLRQ GHVNV DQG URDG VLJQV
KHOSWRPDNHDWWUDFWLRQVDQGIDFLOLWLHVILQGDEOH
 7KH VXSSO\ RI SDFNDJHV $QRWKHU RSWLRQ WR VWUHQJWKHQ WKH PXOWLSOLHU
HIIHFW LV WR GHYHORS SDFNDJHV HQDEOLQJ YLVLWRUV WR FRPELQH YLVLWV WR




WRXULVP ± VWDNHKROGHUV LQ WKH XUEDQ UHJLRQ FDQ UDLVH WKH WDQJLEOH LQFRPHUHODWHG
7KHXUEDQUHJLRQ¶VSHUVSHFWLYH




7RXULVP 2UJDQLVDWLRQ DQG YLVLWRUV IURP WKH UHJLRQ ,I FRPSDQLHV DWWUDFW YLVLWRUV
IURPDEURDGLQGXVWULDOWRXULVPFDQEHFRQVLGHUHGDQH[SRUWLQGXVWU\ZKLFKPDNHVLW












WRXULVP LV LQ RXU YLHZ DQ LPSRUWDQW FRQGLWLRQ IRU WKH UHJLRQDO LQGXVWULDO WRXULVP
GHYHORSPHQWVWUDWHJ\)RUVRPHUHJLRQVLQGXVWULDOWRXULVPLVRQO\DVPDOOQLFKHZKLOH
IRURWKHU UHJLRQV LWFRXOGEHRQHRI WKHVSHDUKHDGV LQ WKH WRXULVPSURPRWLRQSROLF\
)RUVRPHGHVWLQDWLRQVLWLVHYHQSRVVLEOHWKDWLQGXVWULDOWRXULVPEHFRPHVWKHQXPEHU
RQHVHJPHQW7KHVKDUHRIFRPSDQ\YLVLWVLVE\GHILQLWLRQQRWRQO\GHWHUPLQHGE\WKH




+HUHZHUHIHU WR WKHVWULFW:72GHILQLWLRQRI WRXULVPDFFRUGLQJ WRZKLFKSHRSOHZKR WHPSRUDULO\








LQYHVW LQ WKH GHYHORSPHQW DQG SURPRWLRQ RI FRPSDQ\ WRXUV WKDQ UHJLRQV ZLWK D
UHODWLYHO\VPDOOVXSSO\





ZLWK H[WHUQDO DFWRUV VWDNHKROGHUV LQ RWKHU FLWLHV EXW DOVR WR HQKDQFH UHODWLRQV
EHWZHHQVWDNHKROGHUVLQWKHXUEDQUHJLRQ-XVWOLNHLQGLYLGXDOILUPVFROOHFWLYLWLHVVXFK









DGGLWLRQ WKH\ PDNH HFRQRPLF DFWLYLWLHV PRUH YLVLEOH WR LQYHVWRUV FRPSDQLHV
JRYHUQPHQWVDQGNQRZOHGJHLQVWLWXWLRQVIURPWKHFLW\DQGIURPDEURDG
,QGXVWULDO WRXULVP FDQ DOVR EH VHHQ DV DQ LQVWUXPHQW RI SODFH PDUNHWLQJ RU
EUDQGLQJ)UHZ7KHUHDUHWKUHHZD\VLQZKLFKLQGXVWULDOWRXULVPFKDQJHVWKH
LPDJH RI UHJLRQV ILUVW WKH VXSSO\ RI FRPSDQ\ WRXUV DQG VXSSRUWLQJ LQIUDVWUXFWXUH
PDNHV WKH UHJLRQPRUH DWWUDFWLYH IRU YLVLWRUV EXW DOVR IRU UHVLGHQWV 9DQ GHU%RUJ






EXW LQGLUHFWO\DOVR WKHSHUFHSWLRQRIRWKHUSHRSOH WKURXJKZRUGRIPRXWK ,QGXVWULDO
WRXULVWVFDQEHVHHQDVDPEDVVDGRUVRIDFLW\7KHLQIOXHQFHRILQGXVWULDOWRXULVPRQ
WKH LPDJH RI D FLW\ DQG LWV LQGXVWULHV JURZV ZLWK WKH QXPEHU RI YLVLWRUV EXW DOVR
GHSHQGVRQ WKHFRPSRVLWLRQRIYLVLWRUJURXSV6RPHYLVLWRUV DUHEHWWHU DPEDVVDGRUV
7KHXUEDQUHJLRQ¶VSHUVSHFWLYH
EHFDXVH WKH\ DUH PRUH LQIOXHQWLDO VXFK DV MRXUQDOLVWV 7KLUG LQGXVWULDO WRXULVP
SURJUDPPHV DIIHFW WKH SHUFHSWLRQ RI QRQYLVLWRUV WKURXJK WKH PHGLD:KHQ SHRSOH
UHDGRUKHDUDERXWFRPSDQ\WRXUVLQDGYHUWLVHPHQWVHGLWRULDODUWLFOHVRUDGYHUWRULDOV
WKHLU JHQHUDO RSLQLRQ DERXW D FLW\ LWV DWWUDFWLYHQHVV LWV HFRQRPLF YLWDOLW\ PD\
FKDQJH
,QGXVWULDO WRXULVPFDQEHXVHGWR LPSURYHDFLW\¶V LPDJHEXWQRWQHFHVVDULO\
E\ DFWLYHO\ SURPRWLQJ FRPSDQ\ YLVLWV DV D NH\ VHJPHQW RI D FLW\¶V WRXULVP VXSSO\
$OVR ZLWKRXW LQWHJUDWLRQ RI LQGXVWULDO WRXULVP LQ D FLW\¶V SURPRWLRQDO FDPSDLJQV






WKDW OHLVXUH WRXULVWVVWLOOFRQQHFW LQGXVWU\ZLWKQHJDWLYHYDOXHVVXFKDVSROOXWLRQDQG
QRLVH7KHVHFLWLHVDYRLGWKHDVVRFLDWLRQZLWKLWVLQGXVWULDODFWLYLWLHVWU\LQJWRHYRNH
GLIIHUHQW FRQQRWDWLRQV VXFK DV OHLVXUH FXOWXUH VKRSSLQJ DQG DFFHVV WR DQ DWWUDFWLYH
QDWXUDO HQYLURQPHQW 3DUWLFXODUO\ IRU UHJLRQV ZLWK D QHJDWLYH LQGXVWU\ SURILOH




6HFRQG UHJLRQDOERGLHVDUHSUREDEO\ VHOHFWLYH LQ WKHSURPRWLRQRIFRPSDQ\
YLVLWV7KH\FDQEHH[SHFWHGWRIRFXVRQWKRVHVHFWRUVDQGILUPVWKDWDFWXDOO\ILWLQWKH
GHVLUHGLPDJHRIWKHUHJLRQUHDVRQLQJWKDWLQGXVWULDOWRXULVPLVDQLQVWUXPHQWRIFR
EUDQGLQJ SURGXFW EUDQGLQJ LQIOXHQFHV SODFH EUDQGLQJ DQG YLFH YHUVD .DYDUDW]LV	
$VKZRUWK  $]HYHGR  7KLV LPSOLHV WKDW UHJLRQDO DFWRUV WHQG WR IDYRXU
LQGXVWULDO WRXULVPGHYHORSPHQW LQ VHFWRUV DQG ILUPVZLWK D SRVLWLYH LPDJH0RUH LQ
SDUWLFXODUWKH\DUHH[SHFWHGWRIDYRXUYLVLWVWRFRPSDQLHVWKDWSURMHFWVLPLODULPDJHV
RU YDOXHV DV WKH FLW\ RU WKH UHJLRQ 3HFKODQHU )LVFKHU 	 *R  ,Q JHQHUDO

0RUHH[DPSOHVFDQEHIRXQGLQFKDSWHUIRXU
3HFKODQHU)LVFKHU	*RDQDO\VHG WKH LGHQWLW\FUHDWLQJYDOXHVRI ,QJROVWDGW WKHUHJLRQ WKH








5HJLRQDO DFWRUV FRXOG KRZHYHU DOVR GHFLGH WR SURPRWH YLVLWV WR ILUPV DQG
VHFWRUVZLWK OHVV LQGXVWULDO WRXULVP SRWHQWLDO DQG D OHVV DSSHDOLQJ LPDJH &RPSDQ\
YLVLWV PD\ KHOS WR FKDQJH WKH LPDJH RI D VHFWRU ZKLFK EHQHILWV WKH LPDJH RI WKH
UHJLRQ6XFKD VWUDWHJ\ VHHPVSDUWLFXODUO\XVHIXO LQ FDVHRI D UHODWLYHO\ ODUJH VHFWRU




EH YLVLWHG DQG WKH GHVLUHG LPDJH IRU WKH UHJLRQ 5HJLRQV FDQ DGRSW D UHODWLYHO\
GHIHQVLYH DSSURDFK ± IRFXVVLQJ RQ WKH VHFWRUV WKDW KDYH DQ DSSHDOLQJ LPDJH ± RU D
PRUH RIIHQVLYH DSSURDFK ± XVLQJ FRPSDQ\ WRXUV DV LQVWUXPHQW WR UHGXFH SHUVLVWHQW
LPDJH JDSV DIIHFWLQJ WKH UHSXWDWLRQ RI LQGXVWULHV DQG WKH UHJLRQV LQZKLFK WKH\ DUH
ORFDWHG
   7KH  LQGXV WU LD O  W RXU L VPSR WHQ W LD O  R I  DQ XUEDQ UHJ LRQ 
7KHEHQHILWVRILQGXVWULDOWRXULVPIRUDQXUEDQUHJLRQGHSHQGRQWKHDELOLW\WR
DFWXDOO\DWWUDFW LQGXVWULDO WRXULVWV$OVRRQWKLVDJJUHJDWHGOHYHOVRXUFHVRILQGXVWULDO
WRXULVP SRWHQWLDO FDQ EH DVVHVVHG E\ VLPSO\ DQDO\VLQJ WKH DWWUDFWLYHQHVV RI WKH
FRPSDQLHVDQGWKHSURGXFWVWKH\SURGXFH0DGHU6ZDUEURRNH	+RUQHU
6ZDUEURRNH  7KLV PHWKRG LV QRW IXQGDPHQWDOO\ GLIIHUHQW IURP DQDO\VLQJ DQ
XUEDQUHJLRQ¶VSRWHQWLDOWRDWWUDFWRWKHUW\SHVRIWRXULVWVSHRSOHJRWRSODFHVWKDWKDYH
VRPHWKLQJ WRRIIHU7KHDWWUDFWLYHQHVVRIKRVW ILUPV LVKRZHYHUQRW WKHRQO\ IDFWRU
WKDWGHWHUPLQHVWKHDELOLW\RIXUEDQUHJLRQVWRDWWUDFWLQGXVWULDOWRXULVWV2WKHUIDFWRUV
QHHGWREHWDNHQLQWRDFFRXQWDVZHOO
0XUSK\HW DO PDNHDGLVWLQFWLRQEHWZHHQ WKHGHVWLQDWLRQHQYLURQPHQW
VRFLDOFXOWXUDOHFRQRPLFWHFKQRORJLFDOSROLWLFDODQGQDWXUDOIDFWRUVDQGWKHVHUYLFH
HQYLURQPHQW DFFRPPRGDWLRQ WUDQVSRUW WUDYHO IRRG VKRSSLQJ DQG UHFUHDWLRQ DQG
DWWUDFWLRQVHUYLFHV,QWKLVKLHUDUFK\RILQIOXHQWLDOIDFWRUVWKHGHVWLQDWLRQHQYLURQPHQW
LV D SULPDU\ IDFWRU ZKLOH WKH VHUYLFH HQYLURQPHQW LV VHFRQGDU\ 0R +RZDUG 	
+DYLW]  ,Q D VLPLODU ZD\ 9DQ GHQ %HUJ HW DO  GLVWLQJXLVK SULPDU\
7KHXUEDQUHJLRQ¶VSHUVSHFWLYH
WRXULVP SURGXFWV WKH UHDVRQV ZK\ SHRSOH YLVLW FLWLHV IURP FRPSOHPHQWDU\ RU
VHFRQGDU\WRXULVPSURGXFWVVXSSRUWLQJLQIUDVWUXFWXUHVXFKDVKRWHOVDQGUHVWDXUDQWV
:KHQZHDSSO\WRWKLVZD\RIDQDO\VLQJWRXULVPSRWHQWLDOWRLQGXVWULDOWRXULVPKRVW
ILUPV FDQ EH FRQVLGHUHG SDUW RI WKH GHVWLQDWLRQ HQYLURQPHQWZKLOH WKH\ DUH DEOH WR
SURYLGH SULPDU\ WRXULVP SURGXFWV :KHWKHU RU QRW XUEDQ UHJLRQV DFWXDOO\ DWWUDFW
LQGXVWULDO WRXULVWV GHSHQGV RQ WKH VHUYLFH HQYLURQPHQW DQG WKH FRPSOHPHQWDU\
SURGXFWV
0RVWHVVHQWLDOLVRIFRXUVHWKHVXSSO\RIFRPSDQ\WRXUVHLWKHUE\KRVWILUPV
RU RWKHU LQWHUPHGLDU\ RUJDQLVDWLRQV WUDYHO VHUYLFHV UHFUHDWLRQ DQG DWWUDFWLRQ
VHUYLFHV HQDEOLQJSHRSOH WRHQWHU WKH VLWHV/HVVHVVHQWLDO WKRXJKQRW LUUHOHYDQW IRU
WKH DSSHDO DUH YLVLWRU IDFLOLWLHV VXFK DV FDWHULQJ IDFLOLWLHV IRRG VHUYLFHV VKRSV DQG
KRWHOV DFFRPPRGDWLRQ VHUYLFHV$QRWKHU UHOHYDQW IDFWRU LV WKH DFFHVVLELOLW\ RI WKH
LQGXVWULDOWRXULVPDWWUDFWLRQV9DQGHQ%HUJHWDOPDNHDGLVWLQFWLRQEHWZHHQ
WKHH[WHUQDODFFHVVLELOLW\RIDGHVWLQDWLRQDQGWKHLQWHUQDODFFHVVLELOLW\RIWKHSULPDU\
DQG VHFRQGDU\ WRXULVP SURGXFWV 7KH H[WHUQDO DFFHVVLELOLW\ GHSHQGV RQ DQ XUEDQ
UHJLRQ¶V SRVLWLRQ LQ QDWLRQDO DQG LQWHUQDWLRQDO WUDQVSRUWDWLRQ QHWZRUNVZLWK DLUSRUWV
DQG KLJKVSHHG WUDLQ VWDWLRQV DV LPSRUWDQW DVVHWV 2EYLRXVO\ WKHVH H[WHUQDO
FRQQHFWLRQVDUHSDUWLFXODUO\UHOHYDQWIRUDWWUDFWLQJLQGXVWULDOWRXULVWVIURPDEURDG7KH
LQWHUQDODFFHVVLELOLW\RILQGXVWULDOWRXULVPSURGXFWVLVGHWHUPLQHGE\WKHLUSRVLWLRQLQ
UHJLRQDO WUDQVSRUWDWLRQ QHWZRUNV DQG WKH DYDLODELOLW\ RI WUDQVSRUW VHUYLFHV ,Q WKH
SUHYLRXVVHFWLRQZHDOUHDG\LQGLFDWHGWKDWLQWHUQDODFFHVVLELOLW\IDFLOLWDWHVLQWHUDFWLRQV
EHWZHHQLQGXVWULDO WRXULVPDQGWKHXVHRIRWKHUVHUYLFHVWKXVJHQHUDWLQJLQFRPHDQG





   &RRSHUD W LRQ DQG  FRRUG LQD W LRQ  LQ  LQGXV WU LD O  W RXU L VP
GHYH ORSPHQW 
7KHPDLQ K\SRWKHVLV RI RXU UHVHDUFK LV WKDW D FRPPRQ DJHQGD RQ LQGXVWULDO
WRXULVP UHVXOWLQJ LQ FRRUGLQDWHG DFWLRQ EHQHILWV ERWK FRPSDQLHV DQG XUEDQ UHJLRQV
$ERYHZHDOUHDG\LGHQWLILHGVRPHSRVVLEOHDGYDQWDJHVRIFRRUGLQDWLRQWRWKHEHQHILW
RIYDULRXV DFWRUV6HYHUDO FROOHFWLYHEHQHILWVZH LGHQWLILHGRQO\EHFRPHDYDLODEOH LI
DFWRUV FRRSHUDWH LI FRPSDQLHV RSHQ WKHLU GRRUV LI SXEOLF DXWKRULWLHV LQYHVW LQ WKH

UHTXLUHG LQIUDVWUXFWXUH LI WRXULVP DQG FLW\ PDUNHWLQJ DJHQFLHV SURPRWH FRPSDQ\
WRXUVHWFHWHUD,QFKDSWHUWKUHHZHLQGLFDWHGWKDWLQGXVWULDOWRXULVPPD\HQKDQFHRU
IDFLOLWDWH FRRSHUDWLRQ EHWZHHQ VWDNHKROGHUV 7KH SUHVHQW FKDSWHU KRZHYHU PDNHV
FOHDU WKDW FRRSHUDWLRQ DQG FRRUGLQDWLRQ EHWZHHQ VWDNHKROGHUV IDFLOLWDWH LQGXVWULDO
WRXULVPGHYHORSPHQW LQXUEDQ UHJLRQV3UHVXPDEO\ WKHGHYHORSPHQWRIDQDWWUDFWLYH
UHJLRQDO LQGXVWULDO WRXULVP VXSSO\ GHSHQGV RQ WKH SUHVHQFH RI H[LVWLQJ SDUWQHUVKLSV
DQGDJUHHPHQWVDVZHOODVWKHDELOLW\WRFUHDWHQHZRQHV6RPHLQVLJKWLQWKHIDFWRUV
WKDW IDFLOLWDWH WKH FRDOLWLRQIRUPLQJ SURFHVV ZLOO KHOS XV WR LGHQWLI\ WKH FRQGLWLRQV




2QH RI WKH PRVW LPSRUWDQW SUHFRQGLWLRQV IRU WKH FUHDWLRQ RI FURVVVHFWRU





3DUWQHUVKLSV FDQ IRU LQVWDQFH JHQHUDWH H[WHUQDO UHVRXUFHV IRU LQVWDQFH
VXEVLGLHV IURP QDWLRQDO JRYHUQPHQWV ZKLFK RWKHUZLVH PLJKW QRW KDYH EHHQ PDGH
DYDLODEOH WR DQ\ LQGLYLGXDO SDUWQHU SDUWQHUV FDQ OHDUQ IURP RQH DQRWKHU DERXW WKH
QDWXUHRIWKHSUREOHPVDQGWKHLUSRWHQWLDOUROHLQWKDWUHVSHFWDQGFRQVLGHUQHZZD\V
WR VROYH WKHP 0LOOHU  ,Q RWKHU ZRUGV SDUWQHUVKLSV UHTXLUH WKDW WKH DFWRUV
UHFRJQLVHWKHLUPXWXDOGHSHQGHQFH.OLMQ	7HLVPDQ6WRQH0RUHRYHU
WKH EHQHILWV RI SDUWLFLSDWLRQ KDYH WR RXWZHLJK WKH FRVWV IRU DOO DFWRUV VWDNHKROGHUV
VWLFN WR SDUWLFLSDWLRQ LI WKH\ FDQQRW DFKLHYH WKHLU JRDOV DQ\ RWKHU ZD\ 1LFKROOV
 ,QGLYLGXDOV MRLQ JURXSV IRU D YDULHW\ RI UHDVRQV EXW WKH WZRPRVW GRPLQDQW
PRWLYDWLRQVDUHWRUHFHLYHEHQHILWVWKH\FRXOGQRWRWKHUZLVHUHFHLYH2OVRQ
DQG WRDGYDQFHFRPPRQSROLF\JRDOVDQGSUHIHUHQFHV5RWKHQEHUJ8UEDQ
UHJLPH WKHRU\ DVVXPHV WKDW LQGLYLGXDO DFWRUV ODFN VXIILFLHQW OHYHOV RI SRZHU WR
JHQHUDWHDQGLPSOHPHQWDQRYHUDUFKLQJDJHQGDIRUWKHXUEDQV\VWHP+DUGLQJ
7KH GHYHORSPHQW RI LQGXVWULDO WRXULVP FDQ EH VHHQ DV D FROOHFWLYH DFWLRQ




WDNH DGYDQWDJH RI VSLOORYHU HIIHFWV DFWLQJ DV IUHH ULGHUV VXFK DV DQ LPSURYHG
UHSXWDWLRQRI WKH VHFWRU%HFDXVH WKHVH FROOHFWLYHEHQHILWV DUHQRQH[FOXGDEOH ILUPV
DUH LQFOLQHGQRW WR SDUWLFLSDWHZKLOH FRPSDQLHV WKDW GR WDNH WKHLU UHVSRQVLELOLW\ DUH
FRQIURQWHG ZLWK D UHODWLYHO\ KLJK LQYHVWPHQW 7R DYRLG IUHHULGHUVKLS DQG RWKHU
FROOHFWLYH DFWLRQ SUREOHPV FROOHFWLYH DFWLRQ UHJLPHV DUH QHHGHG 0RVVEHUJHU 	
6WRNHU  ,Q VXFK D UHJLPH VWDNHKROGHUV DLP WR RYHUFRPH WKH FROOHFWLYH DFWLRQ
SUREOHPV E\ PHDQV RI D µUHODWLYHO\ VWDEOH FROODERUDWLYH DJUHHPHQW¶ &RRUGLQDWLQJ









VKRUWWLPH ORVVHV DQG ZKHUH VKRUWWHUP ORVVHV RI DQ LQGLYLGXDO DUH SHUFHLYHG WR
RXWZHLJK ORQJWHUP EHQHILWV WR HQVXUH FRRSHUDWLRQ WKURXJK WKH GLVWULEXWLRQ RI
VHOHFWLYHPDWHULDO LQFHQWLYHV6WRQH$FWRUVKDYHDQLQFHQWLYHWRIRUPJURXSV
ZKHQ WKH\UHFHLYHDGLVSURSRUWLRQDWHEHQHILW IURPWKHJURXS7KHEHQHILWPD\EH LQ
WKHIRUPRIDMREZLWKWKHRUJDQL]DWLRQDFFHVVWRLQVWLWXWLRQDOSRZHUVDQGUHVRXUFHVRI
WKH JURXS HFRQRPLF JDLQ RU WKH VDWLVIDFWLRQ RI D VSHFLILF LVVXH DGGUHVVHG 3RVW
7KHQHHGIRUOHDGHUVKLSJURZVDVWKHQXPEHURIVWDNHKROGHUVLQFUHDVHVDQGWKH
FRPSHWHQFHV QHHGHG DUH PRUH GLVWULEXWHG DPRQJ WKH HQYLVDJHG SDUWQHUV 9DQ GHQ
%HUJ%UDXQ	9DQ:LQGHQ,QLQGXVWULDOWRXULVPGHYHORSPHQWWKHOHDGHUVKLS
UROH FDQ QRW RQO\ EH IXOILOOHG E\ WKH JRYHUQPHQW EXW DOVR E\ OHDGHU ILUPV ,Q KLV
DQDO\VLVRIVHDSRUWFOXVWHUV'H/DQJHQGHILQHGOHDGHUILUPVDVµILUPVWKDWKDYH
±GXHWRWKHLUVL]HPDUNHWSRVLWLRQNQRZOHGJHDQGHQWUHSUHQHXULDOVNLOOV±WKHDELOLW\
DQG LQFHQWLYH WRPDNH LQYHVWPHQWVZLWK SRVLWLYH H[WHUQDOLWLHV IRU RWKHU ILUPV LQ WKH







VWUDWHJLHV WR UHDFK WKHVH JRDOV 6WRQH  0RVVEHUJHU 	 6WRNHU  $XVWLQ
 GHILQHG VHYHQ FRQGLWLRQV IRU VWUDWHJLF FURVVVHFWRU FRRSHUDWLRQ EHWZHHQ
EXVLQHVVHVDQGQRQSURILWVRIZKLFKWZRUHODWHWRDFRPPRQSROLF\DJHQGDDFWRUV




DQG WKH YLVLWRU JURXSV WR EH WDUJHWHG LQ SDUWLFXODU $V VWDNHKROGHUV LQ LQGXVWULDO
WRXULVP KDYH YHU\ GLIIHUHQW LQWHUHVWV DV ZH GLVFXVVHG LQ WKH SUHVHQW DQG SUHYLRXV
FKDSWHU WKH GHYHORSPHQW RI D FRPPRQ YLVLRQ DQG VWUDWHJ\ LV D FKDOOHQJLQJ WDVN







RI SXEOLFSULYDWH SDUWQHUVKLSV HPHUJH LQ WKH ORQJ UXQ DQG LI WKHVH EHQHILWV DUH
XQFHUWDLQ .OLMQ 	 7HLVPDQ  2XU DQDO\VLV RI FRVWV DQG EHQHILWV UHODWHG WR
LQGXVWULDO WRXULVP GHYHORSPHQW KDV LQGHHG PDGH FOHDU WKDW PDQ\ LQGLYLGXDO DQG
FROOHFWLYH EHQHILWV DUH LQWDQJLEOH DQG XQFHUWDLQ UHTXLULQJ VRPH SDWLHQFH IURP WKH
LQYHVWRUV7KHLPSRUWDQFHRIWUXVWLQGHYHORSLQJFURVVVHFWRUSDUWQHUVKLSVDOVRLPSOLHV
WKDWWKHUDWLRQDODFWRUPRGHOKDVLQVXIILFLHQWH[SODQDWRU\FDSDFLW\6WDNHKROGHUVHJ
LQ LQGXVWULDO WRXULVP DUH QRW µUDWLRQDO DQG VWUDWHJLF LQGLYLGXDOV ZKRPDNH FKRLFHV
ZLWKLQ FRQVWUDLQWV WR REWDLQ WKHLU GHVLUHG HQGV ZKRVH GHFLVLRQV UHVW RQ WKHLU
DVVHVVPHQW RI WKH SUREDEOH DFWLRQ RI RWKHUV¶ /HYL  S 7KHLU UDWLRQDOLW\ LV






WKDW LV QHHGHG WRPDNH D GHFLVLRQ$VZH FRQFOXGHG LQ FKDSWHU IRXU QRW WKH DFWXDO
FRVWV DQG EHQHILWV EXW H[SHFWHG FRVWV DQG EHQHILWV GHWHUPLQH ZKHWKHU RU QRW D
FRPSDQ\ZDQWVWRUHFHLYHJXHVWV7KLVDOVRDSSOLHVWRRWKHUVWDNHKROGHUV,QWKHHQG
GHFLVLRQV KDYH WR EHPDGH E\ LQGLYLGXDOVZLWK SHUFHSWLRQV EHOLHYHV DQG YDOXHV ,Q
JHQHUDOVWDNHKROGHUVDUHPRUHLQFOLQHGWRFRRSHUDWHLIWKH\VKDUHDVHQVHRIXUJHQF\RU
6DFK]ZDQJ DV WKH *HUPDQV FDOO LW +HQGULNV 	 7RSV  $ VHULRXV WKUHDW RU
RSSRUWXQLW\ VXFK DV D ELJ HYHQW FDQ VWLPXODWH DFWRUV WR FRRSHUDWH DOVR EHFDXVH LW
KHOSV WRFUHDWHDFRPPRQSROLF\DJHQGDD MRLQW UDWLRQDOH IRUFRRSHUDWLRQ 9DQGHQ




GHQ %HUJ 9DQ GHU 0HHU 	 6SHOOHU  (VVHQWLDOO\ WKH DUJXPHQW LV WKDW
SDUWQHUVKLSV DQG SODWIRUPV LQWHUPHGLDU\ RUJDQLVDWLRQV IDFLOLWDWH QHZ IRUPV RI
FRRSHUDWLRQ'H/DQJHQ9DQGHQ%HUJ%UDXQ	2WJDDU




VHFWRUV FOXVWHUV DQG VXSSO\ FKDLQV ,Q RXU PDFURHFRQRPLF DQDO\VLV RI FRVWV ZH
FRQFOXGHG WKDW WKURXJK FRRSHUDWLRQ DQG FRRUGLQDWLRQ VWDNHKROGHUV LQ LQGXVWULDO
WRXULVPDUHDEOHWRUHGXFHWKHFRVWVRIWDQJLEOHDQGLQWDQJLEOHYLVLWRUVHUYLFHV
VKDUH WKHFRVWVRISXEOLFDWWUDFWLRQVHYHQWVDQGSURPRWLRQ&ROOHFWLYHDFWLRQ LVDOVR
QHHGHG WR VHFXUH DQ DWWUDFWLYH DFFHVVLELOLW\ DQG VXVWDLQDEOH XUEDQ UHJLRQ LQ ZKLFK
LQGXVWULDOWRXULVPKDUPRQLVHVZLWKRWKHUIXQFWLRQV2EYLRXVO\VRPHLQYHVWPHQWVFDQ
RQO\ EH PDGH E\ WKH SXEOLF VHFWRU IRU RQH WKLQJ EHFDXVH WKH\ DOVR EHQHILW RWKHU
IXQFWLRQVHJUHVLGHQWLDO




WKHUHODWLYH LPSRUWDQFHRI LQGXVWULDO WRXULVPLQFRPSDULVRQZLWKRWKHUVHJPHQWV IRU
LQVWDQFH LQ WHUPV RI YLVLWRU QXPEHUV )XUWKHUPRUH UHJLRQV DUH DEOH WR EHQHILW IURP




:LWK UHVSHFW WR WKH PDUNHWLQJ DQG SXEOLF UHODWLRQV EHQHILWV RI LQGXVWULDO
WRXULVP IRU XUEDQ UHJLRQV WKH FRQFOXVLRQ LV WKDW XUEDQ UHJLRQV PD\ XVH GLIIHUHQW
VWUDWHJLHV UDQJLQJ IURP UHDFWLYH WR SURDFWLYH 5HDFWLYH DSSURDFKHV FDQ EH H[SHFWHG
IURP FLWLHV WKDW ZDQW WR DYRLG WKH DVVRFLDWLRQ ZLWK LQGXVWU\ $ SURDFWLYH DSSURDFK
LPSOLHV WKDWDQXUEDQUHJLRQFRQVLGHUVLQGXVWULDO WRXULVPDVDWRRO WRSURPRWHVRPH
RILWVLQGXVWULHVH[SHFWLQJDSRVLWLYHLQWHUDFWLRQEHWZHHQFRPSDQ\EUDQGVDQGSODFH
EUDQGVFREUDQGLQJ$UHJLRQ¶VVWUDWHJ\WRLQGXVWULDOWRXULVPLVFORVHO\UHODWHGWRD




RI KRVW ILUPV DQG WKHLU RIIHU WR YLVLWRUV KDV PRUH ZHLJKW LQ WKH UHJLRQDO LQGXVWULDO
WRXULVPSRWHQWLDOWKDQVXSSRUWLQJFRQGLWLRQVVXFKDVYLVLWRUIDFLOLWLHVDFFHVVLELOLW\DQG
WKHSURPRWLRQRIFRPSDQ\WRXUV
$ ILQDO FRQFOXVLRQ LV WKDW FRRUGLQDWLRQ DQG FRRSHUDWLRQ LQ LQGXVWULDO WRXULVP
GHYHORSPHQWFDQSURGXFHEHQHILWVIRUXUEDQUHJLRQVEXWDOVRIRUWKHFRPSDQLHVWKDW
RSHQ WKHLU GRRUV 7KH SUREOHP KRZHYHU LV WKDW VWDNHKROGHUV GR QRW FRRSHUDWH
DXWRPDWLFDOO\ DSDUW IURP DGGHG YDOXH ZH LGHQWLILHG OHDGHUVKLS D FRPPRQ SROLF\
DJHQGD DQG FRPPLWPHQW DQG WUXVW DV LPSRUWDQW IDFWRUV LQ WKH FRDOLWLRQIRUPLQJ
SURFHVVHV
&KDSWHU 
5HVHDUFK  I UDPHZRUN DQG PHWKRGRORJ\ 
   ,Q WURGXF W LRQ 
,QFKDSWHUV WZRDQG WKUHHZHGHILQHG LQGXVWULDO WRXULVPDQGZHDQDO\VHG WKH
FKDQJLQJ FRQGLWLRQV LQ XUEDQ UHJLRQV KHOSLQJ XV WR LGHQWLI\ SRVVLEOH GULYHUV RI
LQGXVWULDOWRXULVPGHYHORSPHQWDQGSRWHQWLDOEDUULHUVLQWKLVGHYHORSPHQW,QFKDSWHUV
IRXU DQG ILYH ZH DQDO\VHG WKH LQWHUHVWV RI LQGLYLGXDO ILUPV DQG UHJLRQDO DFWRUV E\
ORRNLQJDWWKHDJJUHJDWHGFRVWVDQGEHQHILWVRILQGXVWULDOWRXULVP,QWKHVHFKDSWHUV
ZHSUHVHQWHGLQGXVWULDO WRXULVPGHYHORSPHQWDVDFROOHFWLYHDFWLRQSUREOHPLQYLHZ
RI RXU PDLQ TXHVWLRQ XQGHU ZKDW FRQGLWLRQV FDQ WKH GHYHORSPHQW RI LQGXVWULDO






XVLQJ LQVLJKWV IURP WKH WKHRULHV GLVFXVVHG LQ FKDSWHU ILYH 7KH ILQDO DQG PDLQ
K\SRWKHVLV RI RXU UHVHDUFK IUDPHZRUN GHDOV ZLWK WKH LQWHUDFWLRQ EHWZHHQ WKH WZR
SHUVSHFWLYHV

   7KH KRV W  I L UP¶V SHUVSHF W LYH 
 &RQWULEXWLRQVWRWKHSHUIRUPDQFHRIDILUP
:K\ GR FRPSDQLHV RSHQ WKHLU GRRUV" :KDW PDNHV ILUPV GHFLGH WR VXSSO\
FRPSDQ\WRXUV"7KHRUHWLFDOO\WKHDQVZHULVVWUDLJKWIRUZDUGFRPSDQLHVJHW LQYROYHG
LQ LQGXVWULDO WRXULVP LI LWFRQWULEXWHV WR WKHLU µORQJWHUPHFRQRPLFSHUIRUPDQFH¶$V
ZHFRQFOXGHGLQFKDSWHUIRXUWKHH[SHFWHGWDQJLEOHDQGLQWDQJLEOHEHQHILWVKDYHWR











DV WKH ORQJWHUP HFRQRPLF SHUIRUPDQFH ZKLFK QRW RQO\ FRQFHUQV D FRPSDQ\¶V
SURILWDELOLW\EXWDOVRLWVYLDELOLW\DQGORQJWHUPDELOLW\WRVHFXUHWKHOLFHQVHWRRSHUDWH
:H XVH WKH FRPPRQ WHUP µYLVLWRU IORZ¶ WR GHVFULEH DQG DQDO\VH WKH DUULYDO RI







7KH UHOHYDQFH RI LQGXVWULDO WRXULVP IRU D KRVW ILUP¶V SHUIRUPDQFH LQFUHDVHV
ZLWKWKHQXPEHURIYLVLWRUV,IDFRPSDQ\UHFHLYHVRQO\DFRXSOHRILQGXVWULDOWRXULVWV
D \HDU LW ZLOO EH OHVV LQFOLQHG WR LQYHVW LQ LQGXVWULDO WRXULVP 7KH UHDVRQ LV WKDW










LQGXVWULDO WRXULVP WR D KRVW ILUP¶V SHUIRUPDQFH LV WKH FRPSRVLWLRQ ,W LV QRW RQO\
TXDQWLW\ WKDW PDWWHUV DOVR WKH TXDOLW\ RI LQGXVWULDO WRXULVWV KDV WR EH WDNHQ LQWR
DFFRXQW7KHLQFRPHIURPWLFNHWDQGRQVLWHVDOHVGHSHQGVRQDYLVLWRU¶VZLOOLQJQHVV
DQG DELOLW\ WR VSHQG PRQH\ RQ D FRPSDQ\ WRXU DQG UHODWHG VHUYLFHV DQG SURGXFWV
3RWHQWLDOO\ UHOHYDQW FULWHULD DUH LQFRPH DJH UHJLRQFRXQWU\ RI RULJLQ JHQGHU HWF
5HSXWDWLRQ EHQHILWV KLQJH RQ WKH UHOHYDQFH RI SDUWLFXODU YLVLWRUV IRU D KRVW ILUP¶V
OLFHQVH WR RSHUDWH $VVXPLQJ D OLPLWHG FDSDFLW\ WR UHFHLYH YLVLWRUV FRPSDQLHV DUH
H[SHFWHG WR WDUJHWYLVLWRUVZLWK WKH ODUJHVW LQIOXHQFHRQ WKHLU OLFHQVH WRRSHUDWH:H
IRUHVHH WKDW FRPSDQLHV DUH PRUH KRVSLWDEOH WR YLVLWRUV WKDW DUH HLWKHU GLUHFWO\
SRWHQWLDOO\LQYROYHGLQWUDQVDFWLRQVZLWKWKHFRPSDQ\VXSSOLHUVEX\HUVHPSOR\HHV
ILQDQFLHUVRUKDYHFRQVLGHUDEOH LQIOXHQFHRQWKHVH WUDQVDFWLRQVHJPHGLD1*2V
7KHUH DUH VHYHUDO SRVVLEOH LQGLFDWRUV IRU VXFK D SROLF\ ILUPV RSHQ WKHLU GRRUV IRU
YLVLWRUVZLWKVLJQLILFDQWLPSDFWRQWKHOLFHQVHWRRSHUDWHRQO\WKH\JLYHWKHVHYLVLWRUV
D SUHIHUHQWLDO WUHDWPHQW RU WKHLU FRPPXQLFDWLRQ PDLQO\ WDUJHWV WKHVH W\SHV RI
LQGXVWULDOWRXULVWV([DPSOHVRIYLVLWRUFKDUDFWHULVWLFVWKDWGHWHUPLQHWKHLQIOXHQFHRQ
WKH OLFHQVH WRRSHUDWH DUH WKHPRWLYHRI WKHYLVLW EXVLQHVVNQRZOHGJH OHLVXUHRU D






$SDUW IURP WKH TXDQWLW\ DQG TXDOLW\ RI YLVLWRUV DOVR WKHLU VSUHDG LQ WLPH
GHWHUPLQHVWKHLUFRQWULEXWLRQWRWKHSHUIRUPDQFHRIDILUP7KHFDSDFLW\RIDKRVWILUP
WR UHFHLYH YLVLWRUV LV OLPLWHG:KHQ WRR PDQ\ SHRSOH YLVLW D VLWH DW WKH VDPH WLPH
FRQIOLFWV ZLWK WKH SULPDU\ SURFHVV DUH OLNHO\ WR UHGXFH SURGXFWLYLW\ 7KHUHIRUH

FRPSDQLHV DUH H[SHFWHG WR SUHIHU DQ HTXDO VSUHDG RI YLVLWRUV GXULQJ WKHZHHN WKH
PRQWKDQGWKH\HDUDVORQJDVVL]HUHTXLUHPHQWVWKHILUVWVXEK\SRWKHVLVDUHPHW,I
WKHWRWDOVL]HRIWKHYLVLWRUIORZIRUD\HDULVUHODWLYHO\VPDOOLWPDNHVPRUHVHQVHIRU
KRVW ILUPV WR UHFHLYH JURXSV RI LQGXVWULDO WRXULVWV RQ D OLPLWHG QXPEHU RI VHOHFWHG
GD\V
 &RQWULEXWLRQVWRWKHFRUSRUDWHLPDJH
&RPSDQLHV RSHQ WKHLU GRRUV LI WKH DUULYDO RI LQGXVWULDO WRXULVWV KHOSV WR
LQFUHDVH WKHLU SHUIRUPDQFH $SDUW IURP EHLQJ D VRXUFH RI GLUHFW LQFRPH DQG
HPSOR\PHQW LQGXVWULDO WRXULVP LV D SRWHQWLDOO\ DGHTXDWH LQVWUXPHQW RI PDUNHWLQJ
EUDQGLQJDQGUHSXWDWLRQPDQDJHPHQW&RQWULEXWLRQVWRWKHFRUSRUDWHLPDJHGHSHQGRQ
WKH FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ DV ZH GLVFXVVHG DERYH EXW DOVR RQ WKH
DGHTXDF\ RI FRPSDQ\ WRXUV DV PDUNHWLQJ WRRO 7KLV VHFRQG FRQGLWLRQ FDQ EH
K\SRWKHVL]HGDVIROORZV

+ 7KHFRQWULEXWLRQRI LQGXVWULDO WRXULVPWR WKHFRUSRUDWH LPDJHGHSHQGV
RQWKHILWEHWZHHQLQGXVWULDOWRXULVPDQGWKHLQWHQGHGFRUSRUDWHLPDJH

7KH DSSOLFDELOLW\ RI FRPSDQ\ WRXUV DV D WRRO IRU PDUNHWLQJ EUDQGLQJ DQG
UHSXWDWLRQ PDQDJHPHQW LV VXEMHFW WR ILUPVSHFLILF IDFWRUV VXFK DV WKH SURGXFWV LW
SURGXFHVWKHSURGXFWLRQSURFHVVHVWKHPDUNHWVRQZKLFKLWLVDFWLYHDQGLWVPDUNHWLQJ
VWUDWHJLHV$V LQGLFDWHG LQ WKH OLWHUDWXUH IRUVRPHILUPV WKHFRQIURQWDWLRQRIYLVLWRUV
ZLWK WKH SURGXFWLRQ SURFHVV LV QRW WKH PRVW HIIHFWLYH VWUDWHJ\ WR LPSURYH WKH
UHSXWDWLRQ RI D ILUP DQG LWV EUDQGV FRPSDQ\ WRXUV PD\ HYHQ FDXVH KDUP WR D
FRUSRUDWH LPDJH HJ LQ WKH IRRG LQGXVWU\ &RPSDQ\ WRXUV EHFRPH DQ LQWHUHVWLQJ
RSWLRQ IRU ILUPV LI WKH\ FDQ EH XVHG WR UHIOHFW FRUSRUDWH YDOXHV DQG FRPSHWLWLYH
VWUHQJWKV 7KH µLQWHQGHG FRUSRUDWH LPDJH¶ VKRXOG EH XQGHUVWRRG DV WKH YDOXHV DQG




&RQWULEXWLRQV RI LQGXVWULDO WRXULVP WR WKH ORQJWHUP HFRQRPLF SHUIRUPDQFH
DQGFRUSRUDWH LPDJHGHSHQGRQWKHDELOLW\ WRDFWXDOO\DWWUDFW LQGXVWULDO WRXULVWV7KLV
5HVHDUFKIUDPHZRUNDQGPHWKRGRORJ\
EULQJV XV WR WKH IROORZLQJ TXHVWLRQ ZKDW H[SODLQV WKH DWWUDFWLYHQHVV RI D ILUP IRU
YLVLWRUV":K\GRVRPHILUPVPDNH LW LQWR WKH OLVWRIPRVWYLVLWHG WRXULVWDWWUDFWLRQV








DWWUDFW SDUWLFXODU W\SHV RI LQGXVWULDO WRXULVWV WKH DWWUDFWLYHQHVV RI WKH ILUP WKH
VXSSO\ RI FRPSDQ\ WRXUV WKH TXDOLW\ RI WKH ORFDWLRQ DQG YLVLWRU IDFLOLWLHV DQG WKH
SURPRWLRQ RI LQGXVWULDO WRXULVP $V ZH ZLOO H[SODLQ WKH ILUVW WZR IDFWRUV FDQ EH






,QGXVWULDO WRXULVWV DUH E\ GHILQLWLRQ SULPDULO\ LQWHUHVWHG LQ WKH ILUP ,I WKH
FRPSDQ\LWVHOILVQRWDWWUDFWLYHWKHQLWZLOOEHH[WUHPHO\GLIILFXOWWRWHPSWYLVLWRUVWR
WKH ZRUNSODFH $ ILUP¶V ODFN RI DWWUDFWLYHQHVV FDQ PDNH LQYHVWPHQWV LQ RWKHU
FRQGLWLRQVVSHFLILHGLQWKHIRXUVXEK\SRWKHVHVKHUHXQGHULQHIIHFWLYHDQGLQHIILFLHQW
%XLOGLQJRQ WKHZRUNRI0DGHU  DQG6ZDUEURRNH	+RUQHU SRWHQWLDO
VRXUFHV RI D ILUP¶V DWWUDFWLYHQHVV DUH IRU H[DPSOH WKH SURGXFWV WKH EUDQGV WKH


















YLVLWRU FDSDFLW\ LV GHSHQGHQW RQ RSHQLQJ KRXUV ,I D FRPSDQ\ DFWXDOO\ VXFFHHGV LQ
DWWUDFWLQJ WKHVH YLVLWRUV GHSHQGV RQ QXPHURXV PRUH TXDOLWDWLYH IDFWRUV VXFK DV
UHVWULFWLRQV RQ DJH JURXS VL]H PD[LPXP DQG PLQLPXP DV ZHOO DV VDIHW\ DQG
VHFXULW\UHVWULFWLRQV7KHPRVWLPSRUWDQWTXDOLWDWLYHIDFWRUKRZHYHULVWKHTXDOLW\RI
WKH FRPSDQ\ YLVLW LWVHOI GRHV LW SURYLGH DQ H[SHULHQFH WKDW PHHWV WKH GHPDQG RI
LQGXVWULDOWRXULVWV"
:KLOHWKHILUVWWZRVXEK\SRWKHVHVGHVFULEHHVVHQWLDOFRQGLWLRQVIRUFRPSDQLHV
WR DWWUDFW YLVLWRUV WKH WZR RWKHU VXEK\SRWKHVHV SUHVHQW FRQGLWLRQV WKDW VXSSRUW WKH
GHYHORSPHQWRILQGXVWULDOWRXULVP7KLVLPSOLHVWKDWLIDFRPSDQ\KDVDEDGVFRUHRQ
WKHILUVWWZRFRQGLWLRQVLWLVQHDUO\LPSRVVLEOHWRFRPSHQVDWHWKLVE\SRVLWLYHVFRUHV
RQ WKH WZR RWKHU FRQGLWLRQV 1HYHUWKHOHVV WKH WZR VXSSRUWLQJ IDFWRUV GR SUHVHQW
SRVVLELOLWLHVWRPDNHFRPSDQLHVDQGWKHLUWRXUVPRUHDWWUDFWLYHIRUYLVLWRUV2XUPRGHO
LV LQPDQ\ZD\V FRPSDUDEOHZLWK9DQ GHU%RUJ¶V WKHRU\ WKDW H[SODLQV WKH WRXULVP
SRWHQWLDO RI FLWLHV ,Q WKLV WKHRU\ KH PDNHV D GLVWLQFWLRQ EHWZHHQ SULPDU\ WRXULVP
SURGXFWV WKDW H[SODLQ ZK\ SHRSOH YLVLW FLWLHV SODFHV RI LQWHUHVW PXVHXPV WRXULVW




FLW\PRUH DWWUDFWLYH EXW RQO\ LI WKHUH DUH JRRG UHDVRQV WR YLVLW WKH SODFH 7KH ILUVW
VXSSRUWLQJVXEK\SRWKHVLVUHDGVDVIROORZV






DUH VXSSRUWLYH RU VHFRQGDU\ LQ WKH WHUPLQRORJ\ RI 9DQ GHU %RUJ WKRXJK KLJKO\
UHOHYDQWIRU WKHDELOLW\ WRDWWUDFW LQGXVWULDO WRXULVWV ,I WKHTXDOLW\RI WKH ORFDWLRQDQG
YLVLWRU IDFLOLWLHV LV SRRU HYHQ DQ DWWUDFWLYH ILUP ZLWK D JRRG VXSSO\ RI LQGXVWULDO
WRXULVPZLOOILQGLWGLIILFXOW WR WHPSWYLVLWRUV7KHTXDOLW\RI WKHORFDWLRQDQGYLVLWRU
IDFLOLWLHVFDQEHDVVHVVHGRQDWOHDVWWKUHHVSDWLDOOHYHOVE\ORRNLQJDWWKHVLWHLWVHOILWV
LPPHGLDWHHQYLURQPHQWDQGLWVSRVLWLRQLQWKHUHJLRQ$WWKHOHYHORIWKHVLWHUHOHYDQW
FRQGLWLRQV DUH IRU LQVWDQFH WKH DHVWKHWLF TXDOLWLHV RI WKH EXLOGLQJV H[WHULRU DQG
LQWHULRUDQGWKHVXSSO\RIYLVLWRUIDFLOLWLHVVXFKDVSDUNLQJSODFHVFDWHULQJIDFLOLWLHV
PHHWLQJ URRPV D UHFHSWLRQ DQG LQIRUPDWLRQ GLVSOD\V ([DPSOHV RI VXSSRUWLQJ
FRQGLWLRQV LQ WKH LPPHGLDWH HQYLURQPHQW DUH WKH TXDOLW\ RI WKH HQYLURQPHQW WKH
GHVLJQRIWKHODQGVFDSHDQGDGMDFHQWEXLOGLQJDQGWKHDFFHVVWRQHDUE\IDFLOLWLHVHJ
UHVWDXUDQWVDQGVKRSVDQGRWKHU WRXULVWDWWUDFWLRQV:KHQZHORRNDW WKHSRVLWLRQ LQ
WKH UHJLRQPRVW UHOHYDQW LV WKHDFFHVVLELOLW\RI WKH VLWH WKHSUHVHQFHDQGTXDOLW\RI




+ $ ILUP¶V SRWHQWLDO WR DWWUDFW LQGXVWULDO WRXULVWV LV VXSSRUWHG E\ WKH
SURPRWLRQRILWVLQGXVWULDOWRXULVPVXSSO\

7KH SURPRWLRQ RI D FRPSDQ\¶V LQGXVWULDO WRXULVP VXSSO\ VXFK DV FRPSDQ\













IRUSDUWLFXODUYLVLWRUJURXSV7KLUGZHH[SHFW WKDWFRPSDQLHVFRQVLGHU WR LQYHVW LQ
WKHFRQGLWLRQVLIWKH\ZDQWWRDWWUDFWVSHFLILFW\SHVRILQGXVWULDOWRXULVWV,QVLJKWLQWKH




   7KH XUEDQ UHJ LRQ ¶ V SHUVSHF W LYH 
,QFKDSWHUILYHZHVKLIWHGRXUDWWHQWLRQDZD\IURPWKHLQGLYLGXDOILUPWRZDUGV
WKHXUEDQUHJLRQVLQZKLFKFRPSDQLHVDUHORFDWHG:KDWDUHWKHFRVWVDQGEHQHILWVRI
LQGXVWULDO WRXULVP GHYHORSPHQW IURP WKH YLHZSRLQW RI UHJLRQDO JRYHUQDQFH
DUUDQJHPHQWV" 8QGHU ZKDW FRQGLWLRQV DUH RUJDQLVDWLRQV RQ WKH OHYHO RI FLWLHV DQG
UHJLRQVZLOOLQJWRLQYHVWLQWKHSURPRWLRQRIFRPSDQ\WRXUV":KDWIDFWRUVGHWHUPLQH
WKHLQGXVWULDOWRXULVPSROLFLHVRIXUEDQUHJLRQV"
,QGXVWULDO WRXULVPSROLFLHV DUHPRVW OLNHO\ WREHGHYHORSHGDQG LPSOHPHQWHG
E\ JRYHUQPHQWV DQG SXEOLF ERGLHV ZKHWKHU RU QRW LQ FORVH FRRSHUDWLRQZLWK RWKHU
SULYDWH DFWRUV WKDW KDYH D VWDNH 3DUWLFXODUO\ RUJDQLVDWLRQV WKDW UHSUHVHQW SULYDWH
VHFWRU LQWHUHVWV VXFKDV&KDPEHUVRI&RPPHUFH	 ,QGXVWU\ DQG WRXULVPRIILFHV DUH
UHOHYDQWSDUWQHUVIRUDXWKRULWLHV2UJDQLVDWLRQV WKDWRSHUDWHRQWKLV OHYHOFDQVXSSRUW
WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP WKURXJK SURPRWLRQDO DFWLYLWLHV ZHEVLWHV
EURFKXUHV DGYHUWLVHPHQWV HWF DQG WKH GHYHORSPHQW RI VXSSRUWLQJ LQIUDVWUXFWXUH
H[SHQVHV ODLG RXW IRU WKH H[SUHVV SXUSRVH RI UHLQIRUFLQJ LQGXVWULDO WRXULVP 7KH







WKH SURVSHULW\ DQG ZHOOEHLQJ RI LQKDELWDQWV :KLOH FRPSDQLHV JHW LQYROYHG LQ
LQGXVWULDO WRXULVP LI LW DGGV WR WKHLU LQGLYLGXDO ORQJWHUP HFRQRPLF SHUIRUPDQFH
XUEDQ UHJLRQV DUH DVVXPHG WR DVVHVV WKH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH
HFRQRP\RIWKHXUEDQUHJLRQ7KLVFRQWULEXWLRQFDQEHPHDVXUHGLQWHUPVRILQFRPH
5HVHDUFKIUDPHZRUNDQGPHWKRGRORJ\
DQG HPSOR\PHQW LQFOXGLQJPXOWLSOLHU HIIHFWV DOVR WDNLQJ LQWR DFFRXQW SRVLWLYH DQG
QHJDWLYHH[WHUQDOLWLHVRI LQGXVWULDO WRXULVPHJSROOXWLRQFRQJHVWLRQ LPSDFWRQ WKH
LPDJHRI WKHXUEDQ UHJLRQ HWF$OVR IRUXUEDQ UHJLRQV LQGXVWULDO WRXULVPFDQEHD
VRXUFHRIGLUHFW LQFRPHDQGHPSOR\PHQWDVZHOODVD WRRO WRLPSURYHWKHUHSXWDWLRQ
DQGLPDJHRIWKHUHJLRQZKLFKJHQHUDWHVLQFRPHDQGHPSOR\PHQWEHQHILWVLQDPRUH
LQGLUHFWZD\7KH IRXUWK K\SRWKHVLV LV FRPSDUDEOHZLWK WKH ILUVW K\SRWKHVLV WKRXJK
ZLWKDIRFXVRQWKHXUEDQUHJLRQ

+ 7KH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH HFRQRP\ RI DQ XUEDQ
UHJLRQGHSHQGVRQWKUHHDVSHFWVRIWKHYLVLWRUIORZ

7KH WKUHH UHOHYDQW DVSHFWV DUH WKH VDPH DV IRU LQGLYLGXDO KRVW ILUPV WKH





+ 7KH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH HFRQRP\ RI DQ XUEDQ
UHJLRQGHSHQGVRQWKHQXPEHURIYLVLWRUV

(FRQRPLF FRQWULEXWLRQV RI LQGXVWULDO WRXULVP LQFUHDVH ZLWK WKH QXPEHU RI
YLVLWRUV ,I FRPSDQ\ WRXUV JHQHUDWH D VXEVWDQWLDO QXPEHU RI WRXULVW DUULYDOV DQG EHG
QLJKWV LQGXVWULDO WRXULVP PD\ EHFRPH DQ LQWHUHVWLQJ VRXUFH RI LQFRPH DQG
HPSOR\PHQW IRU WKH XUEDQ UHJLRQ 7KH LQWHUHVW RI XUEDQ UHJLRQV LQ IDFLOLWDWLQJ









+ 7KH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH HFRQRP\ RI DQ XUEDQ
UHJLRQGHSHQGVRQWKHFRPSRVLWLRQRIWKHYLVLWRUIORZ

$V IRU RWKHU VHJPHQWV RI WKH WRXULVP LQGXVWU\ WKH FRQWULEXWLRQ RI LQGXVWULDO
WRXULVPWRWKHHFRQRP\QRWRQO\GHSHQGVRQWKHTXDQWLW\EXWDOVRRQWKHTXDOLW\RIWKH
YLVLWRU IORZ )RU VRPH W\SHV RI LQGXVWULDO WRXULVWV WKH HFRQRPLF LPSDFW ± LQFOXGLQJ
SRVLWLYH DQG QHJDWLYH H[WHUQDOLWLHV ± LV PRUH VXEVWDQWLDO WKDQ IRU RWKHU W\SHV 7KH
HFRQRPLFLPSDFWRILQGXVWULDOWRXULVWVLVGHWHUPLQHGE\WKHLUEHKDYLRXUHJOHQJWKRI
VWD\ WLPHRI WKHYLVLW VSHQGLQJSDWWHUQHWFZKLFK LVVXEMHFW WR IDFWRUVVXFKDV WKH
WKHLUSODFHVRIRULJLQUHJLRQFRXQWU\DEURDGVSHQGLQJSRZHUDQGPRWLYHVWRYLVLWD
UHJLRQOHLVXUHEXVLQHVVNQRZOHGJHRUDFRPELQDWLRQRIWKHVHPRWLYHV&RPSDUDEOH
ZLWK WKHKRVWILUP¶VSHUVSHFWLYHXUEDQUHJLRQVSUHIHU WR WDUJHWYLVLWRUV WKDW LQIOXHQFH
WKHUHJLRQ¶VµOLFHQVHWRRSHUDWH¶HLWKHUEHFDXVHWKH\DUHLQYROYHGLQWUDQVDFWLRQVZLWK
WKHUHJLRQHJIRUHLJQLQYHVWRUVWRXULVWVRUEHFDXVHWKH\DUHDEOHWRLQIOXHQFHWKHVH
WUDQVDFWLRQV HJ PHGLD UHVHDUFKHUV ,QVLJKW LQ WKH H[SHFWHG FRPSRVLWLRQ RI WKH
YLVLWRU IORZ PD\ WKXV KHOS XV WR H[SODLQ ZK\ RUJDQLVDWLRQV RQ WKH OHYHO RI XUEDQ
UHJLRQV SURPRWH LQGXVWULDO WRXULVP RU QRW DQG LI WKH\ WDUJHW VSHFLILF JURXSV 7KLV








WR WKH UHJLRQDO HFRQRP\ LV QRW RQO\GHWHUPLQHGE\ WKH VL]H DQGFRPSRVLWLRQRI WKH






GD\V RI WKH ZHHN ,Q WKDW VLWXDWLRQ LQGXVWULDO WRXULVWV JHQHUDWH HFRQRPLF EHQHILWV
ZKLOH WKHLU DUULYDO KDV UHODWLYHO\ IHZ QHJDWLYH LPSDFWV RQ WKH HQYLURQPHQW HJ
FRQJHVWLRQSROOXWLRQ ,QDGGLWLRQDPRUHHTXDOVSUHDGRIYLVLWRUVPDNHV LWHDVLHU WR







ZKR YLVLW WKH ILUPV WKHLU IULHQGV UHODWLYHV DQG EXVLQHVV SDUWQHUV DV ZHOO DV RWKHU
DFWRUV ZKR DUH LQIRUPHG VRPHKRZ DERXW WKH VXSSO\ 7KLV LPSOLHV WKDW LQGXVWULDO
WRXULVP FDQ EH XVHG DV D WRRO RI SODFHPDUNHWLQJ HYHQ LI WKH TXDQWLW\ TXDOLW\ DQG
WLPLQJ RI LQGXVWULDO WRXULVWV LV XQIDYRXUDEOH IRU WKH GLUHFW HFRQRPLF LPSDFW 7KH
UHOHYDQWTXHVWLRQQRZLV LI WKHUHJLRQDO LPDJHDFWXDOO\EHQHILWV IURPWKHDVVRFLDWLRQ







E\ LGHQWLI\LQJ WKH YDOXHV DQG VWUHQJWKV DQ XUEDQ UHJLRQ ZDQWV WR FRPPXQLFDWH ,Q
RWKHUZRUGVZKDWLVWKHLPDJHORFDODQGUHJLRQDODXWKRULWLHVDQGWKHLUPDUNHWLQJDQG
WRXULVPRUJDQLVDWLRQVZDQW WRGLVSOD\"7KHFRQWULEXWLRQRI LQGXVWULDO WRXULVPWR WKLV





















WR DWWUDFW SDUWLFXODU W\SHV RI LQGXVWULDO WRXULVWV WKH DWWUDFWLYHQHVV RI WKH ILUPV WKH
VXSSO\ RI FRPSDQ\ WRXUV WKH TXDOLW\ RI WKH ORFDWLRQV DQG YLVLWRU IDFLOLWLHV DQG WKH





+ $Q XUEDQ UHJLRQ¶V SRWHQWLDO WR DWWUDFW LQGXVWULDO WRXULVWV VWURQJO\
GHSHQGVRQWKHDWWUDFWLYHQHVVRIWKHILUPVLWDFFRPPRGDWHV

6RPHXUEDQ UHJLRQV DUH LQ DPRUH IDYRXUDEOH VWDUWLQJ SRVLWLRQ IRU DWWUDFWLQJ
LQGXVWULDO WRXULVWV WKDQ RWKHU UHJLRQV $ NH\ GHWHUPLQDQW RI DQ XUEDQ UHJLRQ¶V
LQGXVWULDO WRXULVP SRWHQWLDO LV WKH DWWUDFWLYHQHVV RI WKH ILUPV WKDW DUH ORFDWHG LQ WKH














TXDQWLW\ DQG TXDOLW\ RI WKH LQGXVWULDO WRXULVP VXSSO\ FRPSDQ\ WRXUV DQG RWKHU
SRVVLELOLWLHV WR D YLVLW LQGXVWULDO VLWHV VXSSOLHG E\ KRVW ILUPV DQG LQWHUPHGLDU\
RUJDQLVDWLRQVVXFKDVWRXURSHUDWRUVWUDYHODJHQFLHVDQGWRXULVPEXUHDXV2QWKHOHYHO
RIDQXUEDQUHJLRQWKHVXSSO\RILQGXVWULDOWRXULVPFDQEHHQKDQFHGLQVHYHUDOZD\V
)RU LQVWDQFH E\ VWLPXODWLQJ ILUPV WR RSHQ WKHLU GRRUV SURYLGLQJ LQFHQWLYHV E\









WKH UHJLRQ 5HJLRQDO DFWRUV SUHVXPDEO\ SOD\ D NH\ UROH LQ LPSURYLQJ VXSSRUWLQJ
FRQGLWLRQV VXFK DV WKH DFFHVVLELOLW\ RI WKH LQGXVWULDO VLWHV WKH TXDOLW\ RI WKH
HQYLURQPHQWDQGWKHGHVLJQRIEXLOGLQJVDQGSXEOLFVSDFHDQGWKHDFFHVVWRIDFLOLWLHV
VXFK DV VKRSV UHVWDXUDQWV KRWHOV DQG RWKHU WRXULVW DWWUDFWLRQV:H QHHG WR UHDOLVH
KRZHYHU WKDW PRVW SXEOLF LQYHVWPHQWV LQ WKH TXDOLW\ RI WKH ORFDWLRQV DQG YLVLWRU
IDFLOLWLHVDOVRVHUYHSHRSOHZKRDUHQRWLQGXVWULDOWRXULVWV7KHGHYHORSPHQWRIKRWHOV
UHVWDXUDQWV DQG LQIUDVWUXFWXUH EHQHILWV LQGXVWULDO WRXULVP EXW RWKHU VHJPHQWV RI WKH
WRXULVP LQGXVWU\ DV ZHOO ,Q RXU HPSLULFDO VWXG\ ZH RQO\ FRQVLGHU LQYHVWPHQWV LQ
YLVLWRU IDFLOLWLHV WKDWFDQEHFOHDUO\ OLQNHG WR LQGXVWULDO WRXULVP ,QDGGLWLRQ UHJLRQDO
RUJDQLVDWLRQV PD\ DOVR VWLPXODWH ILUPV WR LPSURYH WKH TXDOLW\ RI WKH ORFDWLRQ DQG
YLVLWRU IDFLOLWLHV IRU LQVWDQFH WKURXJK VXEVLGLHV TXDOLW\ VWDQGDUGV RU ZRUNVKRSV









7KH VHFRQG VXSSRUWLQJ IDFWRU LV WKH SURPRWLRQ RI LQGXVWULDO WRXULVP DUH
YLVLWRUV VXIILFLHQWO\ LQIRUPHGDERXW WKHRSSRUWXQLWLHV WRYLVLW ILUPV"$JDLQ WKHUHDUH
VHYHUDOZD\VIRUXUEDQUHJLRQVWRLPSURYHWKLVFRQGLWLRQIRULQVWDQFHE\GHYHORSLQJD
VSHFLDO LQGXVWULDO WRXULVP SURJUDPPH RU WKURXJK SURPRWLRQ YLD ZHEVLWHV





WR DWWUDFWPRUH LQGXVWULDO WRXULVWV WKDQXUEDQ UHJLRQVZLWK D ORZHU VFRUHRQ WKH IRXU
DWWULEXWHV 6HFRQG ZH DVVXPH WKDW WKH IRXU FRQGLWLRQV SURYLGH UHDVRQV IRU XUEDQ
UHJLRQV WR IDFLOLWDWH LQGXVWULDO WRXULVP GHYHORSPHQW D SURDFWLYH DSSURDFK RU WR
QHJOHFW WKLV VHJPHQW RI WKH WRXULVP LQGXVWU\ D UHDFWLYH DSSURDFK 7KLUG LW FDQ EH
IRUHVHHQWKDWXUEDQUHJLRQVZLWKDPELWLRQVWRDWWUDFWLQGXVWULDOWRXULVWV±EDVHGRQWKH
IRXUFRQGLWLRQV±ZLOOLQYHVWLQWKHIRXUFRQGLWLRQV
   &RRUG LQD WHG DF W LRQ 
)URPWKHILUP¶VDVZHOODVWKHXUEDQUHJLRQ¶VSRLQWRIYLHZLQGXVWULDOWRXULVP
JHQHUDWHV EHQHILWV LQ WHUPV RI LQFRPH DQG LPDJH$ERYHZH GHVFULEHG KRZSULYDWH
EHQHILWV IRU WKH ILUP DQG SXEOLF EHQHILWV IRU WKH XUEDQ UHJLRQ GHSHQG RQ WKH
FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ WKH DGHTXDF\ RI LQGXVWULDO WRXULVP DV WRRO WR







ILUPV GHSHQG RQ WKH GHYHORSPHQW RI D FRPPRQ DJHQGD HQDEOLQJ
FRRUGLQDWHGDFWLRQ

:LWK FRRUGLQDWHG DFWLRQ ZH UHIHU WR DQ\ W\SH RI FRRSHUDWLRQ LQ WKH
GHYHORSPHQW RI LQGXVWULDO WRXULVP D SDUWQHUVKLS RU DQ DJUHHPHQW LQZKLFK WKH KRVW
ILUPVDQGRUJDQLVDWLRQV WKDW UHSUHVHQW WKH LQWHUHVWVRI WKHXUEDQ UHJLRQDUH LQYROYHG




DPELWLRQV:H DVVXPH WKDW FRQVHQVXV UHVXOWV LQ V\QHUJLHV µDGGLWLRQDO EHQHILWV WKDW
FRXOG QRW KDYH EHHQ FUHDWHG E\ XQFRRUGLQDWHG DFWLRQ¶ $FFRUGLQJ WR RXU UHVHDUFK
IUDPHZRUN V\QHUJLHV FDQ EH UHDOLVHG LI DFWRUV VXFFHHG LQ GHYHORSLQJ D FRPPRQ
DJHQGDEDVHGRQFRPSDWLEOHLQWHUHVWVRIKRVWILUPVDQGUHJLRQDODFWRUV
:KDWGRZHPHDQZLWKFRPSDWLEOHLQWHUHVWV"2XUPRGHOPDNHVFOHDUWKDWWKH
LQWHUHVWVRIKRVW ILUPVDQGRUJDQLVDWLRQVRQ WKH OHYHORIXUEDQ UHJLRQV DUHGLIIHUHQW
&RPSDQLHV DLP IRU LQGLYLGXDO JRDOV WKHLU ORQJWHUP SHUIRUPDQFH WKHLU YLDELOLW\
ZKLOHUHJLRQDORUJDQLVDWLRQVDUHH[SHFWHGWRGHIHQGFROOHFWLYHLQWHUHVWVWKHHFRQRP\
RI WKH XUEDQ UHJLRQ+HQFHZH H[SHFW WKDW KRVW ILUPV DQG UHJLRQDO ERGLHV ORRN DW
LQGXVWULDO WRXULVP GHYHORSPHQW IURP GLIIHUHQW DQJOHV 7KH\ PD\ KDYH GLIIHUHQW
SUHIHUHQFHVZKHQLWFRPHVWRWKHVL]HFRPSRVLWLRQDQGVSUHDGRIWKHYLVLWRUIORZDQG
WKHILWEHWZHHQLQGXVWULDOWRXULVPDQGWKHFRUSRUDWHRUUHJLRQDOLPDJHWKH\DLPIRU
0RUHRYHU WKH\ZLOO WKLQNGLIIHUHQWO\DERXW WKHZHLJKWVRI WKH IDFWRUV WKDWGHWHUPLQH
WKH DELOLW\ WR DWWUDFW LQGXVWULDO WRXULVWV ,Q RWKHU ZRUGV WKH FRQGLWLRQV XQGHU ZKLFK
XUEDQ UHJLRQV DUH ZLOOLQJ WR LQYHVW LQ WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP DUH
IXQGDPHQWDOO\ GLIIHUHQW IURP WKH FRQGLWLRQV XQGHU ZKLFK ILUPV ZDQW WR RSHQ WKHLU








ERGLHV KDYH GLIIHUHQW WKRXJK FRPSDWLEOH LQWHUHVWV EHFDXVH WKH\ DOVR KDYH VLPLODU















XUEDQ UHJLRQV FDQ DOVR UHVXOW LQ DQ LPSURYHPHQW RI WKH DELOLW\ RI DQ
XUEDQ UHJLRQ DQG LWV EXVLQHVVHV WR DWWUDFW LQGXVWULDO WRXULVWV $V WKH
SRZHU FRPSHWHQFHV DQG PHDQV WR LPSURYH WKLV SRWHQWLDO DUH
GLVWULEXWHG DPRQJ YDULRXV DFWRUV FRRUGLQDWLRQ EHWZHHQ DFWRUV ZLWK
FRPSOLPHQWDU\ SRZHUV FRPSHWHQFHV DQG PHDQV FDQ JHQHUDWH
V\QHUJLHV

7KHVHYHQK\SRWKHVHV WKDWFRQVWLWXWHRXU UHVHDUFKIUDPHZRUNDUHGHSLFWHG LQ
ILJXUH7KHK\SRWKHVHVRQWKHOHIWVLGH+++ZLOOEHWHVWHGLQFKDSWHUHLJKW
ZKLFKGHDOVZLWKWKHFRQGLWLRQVIRUKRVWILUPV7KHK\SRWKHVHVRQWKHULJKWVLGH+
++ DOO UHODWH WR WKH FRQGLWLRQV IRU XUEDQ UHJLRQV DQGZLOO EH WHVWHG LQ FKDSWHU
QLQH ,QFKDSWHU WHQZHZLOO FRPSDUH WKH UHVXOWV IURP WKH WZRSUHYLRXVFKDSWHUV DV





















































   0HWKRGR ORJ\ 
 &DVHVWXGLHV
7KH DLP RI RXU VWXG\¶V HPSLULFDO SDUW LV WR WHVW WKH K\SRWKHVHV IRUPXODWHG
DERYH&DQZHILQGHYLGHQFHWKDWLVLQOLQHZLWKRXUH[SHFWDWLRQVDERXWWKHFRQGLWLRQV

XQGHU ZKLFK KRVW ILUPV DQG XUEDQ UHJLRQV JHW LQYROYHG LQ LQGXVWULDO WRXULVP
GHYHORSPHQW":KDWLVWKHUHOHYDQFHRIWKHYDULRXVFRQGLWLRQVDQGKRZFDQDFRPPRQ




WR JHW LQVLJKW LQ YLVLWRU VWDWLVWLFV EXW ZRXOG QRW KDYH SURYLGHG XV LQGHSWK
XQGHUVWDQGLQJ RI WKH PRWLYHV DQG LQWHUHVWV RI DFWRUV LQYROYHG LQ LQGXVWULDO WRXULVP
GHYHORSPHQW%HFDXVHLQGXVWULDOWRXULVPLVDUHODWLYHO\QHZWRSLFLQWKHOLWHUDWXUHDV




ZH ZDQW WR JDLQ XQGHUVWDQGLQJ RI ZK\ FRPSDQLHV DQG XUEDQ UHJLRQV LQYHVW LQ
LQGXVWULDO WRXULVPGHYHORSPHQWDQGKRZ WKHVH LQYHVWPHQWVFDQEHHIIHFWXDWHG WR WKH
EHQHILW RI ERWK VLGHV 7HOOLV  HPSKDVL]HV WKDW FDVH VWXGLHV DUH µPXOWL
SHUVSHFWLYDO DQDO\VHV¶ WKH UHVHDUFKHU DQDO\VHV HYHQWV IURP GLIIHUHQW SHUVSHFWLYHV
FRQVLGHULQJWKHLQWHUHVWVRIYDULRXVJURXSVDQGWKHLQWHUDFWLRQEHWZHHQWKHP7KLVLV
H[DFWO\WKHDLPRIRXUVWXG\
&DVH VWXGLHV KDYH RIWHQ EHHQ FULWLFLVHG DUJXLQJ WKDW WKH UHVXOWV IURPRQO\ D
IHZFDVHVFDQQRWEHJHQHUDOLVHG<LQKRZHYHUPDGHFOHDU WKDWFDVHVWXGLHV
FDQEHHIIHFWLYH LQPHHWLQJ UHVHDUFKREMHFWLYHV LIGHVLJQHG LQDSURSHUZD\HJE\
LGHQWLI\LQJ WKHXQLWVRI DQDO\VLV DQG VSHFLI\LQJTXHVWLRQV7HOOLV  VWDWHV WKDW
FDVHVWXGLHVFDQEHXVHGIRUJHQHUDOLVDWLRQVXVLQJIDOVLILFDWLRQWHVWV2QHREVHUYDWLRQ
WKDW FRQWUDGLFWV ZLWK D K\SRWKHVLV FDQ WKXV EH VXIILFLHQW WR UHYLVH RU UHMHFW WKH
K\SRWKHVLVDOVRVHH3RSSHU6WXGLHVZLWKDPXOWLSOHFDVHGHVLJQVXFKDVRXUV








*LEEHUW 5XLMJURN	:LFNL  LGHQWLILHG IRXU FULWHULD WKDW ULJRURXV FDVH
VWXGLHV VKRXOG PHHW LQWHUQDO YDOLGLW\ FRQVWUXFW YDOLGLW\ H[WHUQDO YDOLGLW\ DQG
UHOLDELOLW\2XUHPSLULFDOUHVHDUFKFRPSOLHVZLWKWKHVHFRQGLWLRQV

 ,QWHUQDO YDOLGLW\:H XVH D FOHDU UHVHDUFK IUDPHZRUN WKDW IRUPXODWHV
K\SRWKHVHV FRQFHUQLQJ WKH LQWHUQDO RU H[WHUQDO FRQGLWLRQV XQGHU
ZKLFKSDUWLFXODU W\SHVRIKRVW ILUPVRU UHJLRQDOERGLHV DUHZLOOLQJ WR
LQYHVWLQLQGXVWULDOWRXULVP
 &RQVWUXFW YDOLGLW\:H HVWDEOLVK D FOHDU FKDLQ RI HYLGHQFH DQG XVH
GLIIHUHQW VRXUFHV WR FRQILUP ILQGLQJV HJ E\ FRPELQLQJ UHVXOWV IURP
LQWHUYLHZVZLWKVWDWLVWLFDOGDWDDQGSROLF\UHSRUWV










RI RXU FDVH VHOHFWLRQ VWUDWHJ\ ZDV WR µPD[LPL]H WKH XWLOLW\ RI LQIRUPDWLRQ¶ IURP D
UHODWLYHO\ VPDOO VDPSOH LQIRUPDWLRQRULHQWHG VHOHFWLRQ LQ WKH WHUPLQRORJ\ RI
)O\YEMHUJ7RRSWLPLVHWKHXWLOLW\RILQIRUPDWLRQZHLGHQWLILHGIRXU(XURSHDQ
XUEDQ UHJLRQV ZLWK D UHODWLYHO\ ODUJH VXSSO\ RI LQGXVWULDO WRXULVP ZLWK DFWLYH KRVW




LQ D UDQJH RI VHFWRUV HJ WKH DXWRPRWLYH LQGXVWU\ WKH FKHPLFDO
LQGXVWU\WKHPHGLDORJLVWLFVDQGHQHUJ\
 3D\VGHOD/RLUH)UDQFHDUHJLRQWKDWDFWLYHO\SURPRWHVLWVLQGXVWULDO
WRXULVP VXSSO\ZLWK WKH VORJDQ µYLVLW RXU FRPSDQLHV¶ DQG WKHKRVW RI
WKHILUVW(XURSHDQFRQIHUHQFHRQLQGXVWULDOWRXULVP












KDYHEHHQVHOHFWHGEHFDXVHRI WKHLU UROH LQ WKHGHYHORSPHQWRI LQGXVWULDO WRXULVP LQ
WKHXUEDQUHJLRQVZHVHOHFWHGHDUOLHU7KHUHLVDFOHDUELDVWRPRUHDFWLYHILUPV
5HVHDUFKGDWDKDVEHHQSULPDULO\FROOHFWHGE\PHDQVRI LQWHUYLHZVZLWKNH\
VWDNHKROGHUV VXFK DV UHSUHVHQWDWLYHV RI KRVW ILUPV WRXULVPRUJDQLVDWLRQVPDUNHWLQJ
RUJDQLVDWLRQV DQG ORFDOUHJLRQDO DXWKRULWLHV ,Q WRWDO ZH KDG LQWHUYLHZV ZLWK 
H[SHUWV VHH $QQH[ $ ,Q DGGLWLRQ ZH XVHG RSHQ VRXUFHV RI LQIRUPDWLRQ VXFK DV
DFDGHPLF SDSHUV SROLF\ UHSRUWV DQQXDO UHSRUWV DQG RQOLQH GDWDEDVHV ,Q WKH QH[W
FKDSWHU ZH ZLOO LQWURGXFH WKH IRXU XUEDQ UHJLRQV DQG WKH NH\ VWDNHKROGHUV ZH
LQWHUYLHZHG

 7KH FDVH VWXGLHV DUH SDUWO\ EDVHG RQ WKH LQWHUQDWLRQDO FRPSDUDWLYH VWXG\ µ,QGXVWULDO 7RXULVP
2SSRUWXQLWLHVIRU&LW\DQG(QWHUSULVH¶2WJDDU9DQGHQ%HUJ%HUJHU	)HQJ
&KDSWHU
3URI L OHV RI  WKH  VH OHF WHG XUEDQ  UHJ LRQV 
   ,Q WURGXF W LRQ 
,Q WKH SUHVHQW FKDSWHUZH LQWURGXFH WKH IRXU XUEDQ UHJLRQVZH VHOHFWHG )RU
HDFKXUEDQ UHJLRQZH ILUVW SURYLGH D JHQHUDO SURILOH WKDW FRQWDLQV WKHPRVW UHOHYDQW
FRQWH[W IDFWRUV GHPRJUDSK\ HFRQRP\ ORFDWLRQ DGPLQLVWUDWLYH VWUXFWXUH HWF7KH
DQDO\VLVRIWKHUHJLRQ¶VHFRQRPLFVWUXFWXUHOHDGVXVWRVRPHPRUHGHWDLOVRQWRXULVP
DQG FRPSDQ\ WRXUV (DFK VHFWLRQ HQGV ZLWK VRPH LQIRUPDWLRQ DERXW WKH NH\
VWDNHKROGHUV ZH LQWHUYLHZHG LQWURGXFLQJ VHYHUDO KRVW ILUPV DQG UHJLRQDO
RUJDQLVDWLRQV
   &R ORJQH 
 *HQHUDOSURILOHWKHFRQWH[W
&RORJQH LV WKH IRXUWK ODUJHVW FLW\ RI*HUPDQ\ZLWK D SRSXODWLRQ RI 
6WDGW.|OQ,WLVVLWXDWHGDWERWKVLGHVRIWKHULYHU5KLQHLQWKHZHVWHUQSDUWRI
*HUPDQ\ QHDU WKH ERUGHUV ZLWK %HOJLXP DQG WKH 1HWKHUODQGV 7KH FLW\ KDV D ORQJ
KLVWRU\ LWZDV IRXQGHGE\ WKH5RPDQV LQ%&&RORQLDDV WKHFLW\ZDVFDOOHG LQ







PDLQ LQGXVWULDO FHQWUHVRI*HUPDQ\7KHFLW\DSSHDUHGSDUWLFXODUO\ VWURQJ LQHQJLQH
DQG YHKLFOHPDQXIDFWXULQJ DOWKRXJK KHDY\ LQGXVWU\ZDV QRW DV GRPLQDQW DV LQ WKH
5XKUDUHD$WWKHVWDUWRI:RUOG:DU,WKHFLW\FRXQWHGLQKDELWDQWV
'XULQJ WKH :RUOG :DU ,, &RORJQH ZDV ERPEHG E\ DOOLHG IRUFHV H[DFWO\
EHFDXVH RI LWV LPSRUWDQFH IRU *HUPDQ LQGXVWU\ 1RW RQO\ LQGXVWULDO VLWHV EXW DOVR
UHVLGHQWLDO DUHDV ZHUH GHVWUR\HG VHYHUHO\0RUHRYHU WKH QXPEHU RI LQKDELWDQWV KDG
GURSSHGWRLQ$IWHUWKHZDUWKHFLW\KDGWREHUHEXLOWFRPSOHWHO\2QO\
D VPDOO SDUW RI WKH FLW\ FHQWUH KDV EHHQ SUHVHUYHG EXWPDQ\ RWKHU SDUWV KDYH EHHQ
UHEXLOWLQWKHRULJLQDOVW\OH,QWKHSRVWZDUSHULRG&RORJQHDJDLQH[SHULHQFHGDUDSLG
LQFUHDVHRIWKHSRSXODWLRQUHDFKLQJRQHPLOOLRQLQ,QWKHGHFDGHVWKDWIROORZHG
WKH SRSXODWLRQ UHPDLQHG UHODWLYHO\ VWDEOH ZLWK QXPEHUV MXVW EHORZ RQH PLOOLRQ
%HFDXVH WKHFLW\FRYHUVD UHODWLYHO\ ODUJHVXUIDFH NP LWPDQDJHG WR IDFLOLWDWH
VXEXUEDQLVDWLRQ ZLWKLQ LWV RZQ ERUGHUV :KDW GLG FKDQJH KRZHYHU ZDV WKH
FRPSRVLWLRQRIWKHSRSXODWLRQWKHVKDUHRIIRUHLJQHUVLQFUHDVHG$WWKHHQGRI
RIWKHSRSXODWLRQKDGDIRUHLJQSDVVSRUWZKLOHZDVUHJLVWHUHGDVKDYLQJ
DPLJUDWLRQEDFNJURXQG:LWKPRUH WKDQFLWL]HQV WKH7XUNLVKFRPPXQLW\ LV
E\ IDU WKH VLQJOHPRVW LPSRUWDQW IRUHLJQ JURXS IROORZHG E\ DSSUR[LPDWHO\ 






QRUWKDVFDSLWDO7KH&RORJQH UHJLRQZKLFKFRUUHVSRQGVZLWK WKHZRUNDUHDRI WKH
&KDPEHU RI &RPPHUFH KDV D SRSXODWLRQ RI  PLOOLRQ DQG FRYHUV WKH FLWLHV RI
&RORJQH DQG /HYHUNXVHQ DQG WKUHH GLVWULFWV ,+. D 6LQFH  WKH FLW\
SDUWLFLSDWHV LQ D UHJLRQDO SDUWQHUVKLS ZLWK QHLJKERXULQJ FLW\ %RQQ  NP WR WKH
VRXWK IRUPHU FDSLWDO RI :HVW *HUPDQ\ /HYHUNXVHQ DQG VHYHUDO GLVWULFWV 7KH
&RORJQH%RQQUHJLRQFRXQWVPLOOLRQLQKDELWDQWV
&RORJQH¶VH[WHUQDO DFFHVVLELOLW\ LV H[FHOOHQWZLWK WHQQDWLRQDOKLJKZD\V WKDW
UDGLDWHIURPWKHKLJKZD\ULQJHQFLUFOLQJWKHFLW\&RORJQH7RXULVPDQGWKUHH





UDLO QHWZRUN DQG WKH 7KDO\V KLJK VSHHG OLQHV WR $PVWHUGDP %UXVVHOV DQG 3DULV
&RORJQH 7RXULVP  7KH VWDWLRQ LV ORFDWHG GLUHFWO\ QH[W WR WKH &DWKHGUDO RI
&RORJQHULJKWLQWKHKHDUWRIWKHODUJHO\SHGHVWULDQLVHGFLW\FHQWUHRQWKHOHIWEDQNRI
WKH ULYHU 5KLQH &RORJQH KRVWV WKH VHFRQG ELJJHVW LQODQG SRUW LQ *HUPDQ\ ZKLFK
XQGHUOLQHV WKH FLW\¶V IXQFWLRQ DV D WUDIILF DQG ORJLVWLFV KXE (OHYHQ OLQHV RI WKH
6WDGWEDKQDFRPELQDWLRQRIPHWURDQGWUDPFRQQHFWWKHYDULRXVSDUWVRIWKHFLW\
$OWKRXJKWKH&RORJQHUHJLRQ±DVPDQ\RWKHUUHJLRQV±KDVH[SHULHQFHGDVKLIW
IURP LQGXVWU\ WR VHUYLFHV WKHPDQXIDFWXULQJ LQGXVWU\ LV VWLOO D UHODWLYHO\ LPSRUWDQW
HPSOR\HUSURYLGLQJPRUH WKDQ MREVRIDOO MREV ,+.D:HOO
UHSUHVHQWHG VHFWRUV DUH WKH FKHPLFDO LQGXVWU\ OLIH VFLHQFHV LQ SDUWLFXODU ZLWK WKH




LQ ILQDQFLDO VHUYLFHV EDQNV DQG LQVXUDQFH FRPSDQLHV WRXULVP FXOWXUH DQGPHGLD
7KHFLW\LVRQHRI*HUPDQ\¶VPRVWLPSRUWDQWPHGLDFHQWUHVZLWKKHDGTXDUWHUVRI79
VWDWLRQV VXFK DV 57/:'5 DQG92; DQG DURXQG  ILOP VKRRWLQJV SHU \HDU









DUH DSDUW IURP *HUPDQ\ WKH 8. WKH 86 WKH 1HWKHUODQGV ,WDO\ )UDQFH DQG

%DVHGRQWKHQXPEHURIHPSOR\HHVLQ,+.D&KHPLFDOVLQGXVWU\$XWRPRWLYH
 0HFKDQLFDO HQJLQHHULQJ  (OHWULFDO HQJLQHHULQJ  0HWDO SURGXFLQJ DQG
SURFHVVLQJLQGXVWU\
7RXULVWV DUH GHILQHG KHUH DV YLVLWRUVZKR VSHQG DW OHDVW RQH QLJKW DW D UHJLVWHUHG DFFRPPRGDWLRQ
([FXUVLRQLVWVDQGSHRSOHYLVLWLQJIULHQGVDQGUHODWLYHVDUHQRWLQFOXGHG







SHU FHQW WR FRQJUHVV DQG FRQYHQWLRQ YLVLWRUV DURXQG  SHU FHQW WR µFRQYHQWLRQDO¶
EXVLQHVVWUDYHOOHUVDQGRQO\DURXQGSHUFHQWWROHLVXUHYLVLWRUV
$FFRUGLQJWRWKHZHEVLWH:HOFRPHWR&RORJQHµQHDUO\DOOPDMRUILUPVRIIHU
JXLGHG WRXUV WR WKHLU KRO\ KDOOV¶ )RU WKH &RORJQH 7RXULVW %RDUG WKH SURPRWLRQ RI
LQGXVWULDO WRXULVP LV D VLGH DFWLYLW\ D OLVW RI FRPSDQ\ WRXUV WHFKQLFDO YLVLWV LV
LQFOXGHG LQ WKH DQQXDO 6DOHV *XLGH ZKLFK LV DFFHVVLEOH RQ WKH LQWHUQHW 7KLV OLVW
SURYLGHVFRQWDFWGHWDLOVDVZHOOLQIRUPDWLRQRQWKHVFKHGXOHLIDSSOLFDEOHPRVWWRXUV
DUHRQ UHTXHVWRUE\DJUHHPHQW WKHSULFHRI HQWUDQFH WLFNHWV LQFOXGLQJGLVFRXQWV
DJHUHVWULFWLRQVDQGJURXSVL]HUHVWULFWLRQV2QHWRXULVRQO\DYDLODEOHIRUFXVWRPHUV







SURGXFWLRQ 7KHUH LV DOVR D VSHFLDO FKLOGUHQ¶V HGLWLRQ RI WKLV HYHQW LQ WKH VXPPHU
-XO\$XJXVW LQFOXGLQJDFRPSDQ\YLVLW WR)RUG([SHGLWLRQ&RORQLD LVRUJDQLVHG



































































$QRWKHU LPSRUWDQW DFWRU LQ WKH VXSSO\ RI FRPSDQ\ WRXUV LV WKH &RORJQH
&KDPEHURI&RPPHUFHDQG,QGXVWU\ZKLFKUHSUHVHQWVWKHLQWHUHVWVRIDURXQG
ILUPV LQ&RORJQHDQG WZRQHLJKERXULQJGLVWULFWV2QHRI WKH&KDPEHU¶VDFWLYLWLHV LV
WKHUHFHSWLRQRIIRUHLJQGHOHJDWLRQVZKLFKDOVRLQFOXGHVWKHDUUDQJHPHQWRIFRPSDQ\




FRQWDFW SHUVRQ ,QPRVW FDVHV DQ DSSRLQWPHQW KDV WR EHPDGH 6RPH H[DPSOHV RI
FRPSDQLHVLQFOXGHGLQWKH&KDPEHU¶VOLVWEXWQRWRQWKHOLVWRIWKH7RXULVW%RDUGDUH
%D\HU FKHPLFDO LQGXVWU\9DLOODQW PHWDO LQGXVWU\&RFD&ROD IRRG LQGXVWU\ DQG
(JHWUNIRRGLQGXVWU\


















x %D\HU $ WUDQVQDWLRQDO EXVLQHVV JURXS ZLWK DFWLYLWLHV LQ KHDOWK FDUH
FURSVFLHQFHDQGPDWHULDOVFLHQFHZLWKVHYHUDOSURGXFWLRQIDFLOLWLHV LQ
WKH UHJLRQ LQFOXGLQJ RQH LQ WKH.QDSVDFN SDUN DQG D YLVLWRU FHQWUH
%D\.RPPLQ/HYHUNXVHQLQFOXGHGLQWKH&KDPEHU¶VOLVW
x 0DJLF0HGLD &RPSDQ\ 00& *PE+ $ ODUJH ILOP DQG 79 VWXGLR
RSHUDWRUDQGFRSURGXFHURIILOPVDQG79SURGXFWLRQVZLWKWZRVLWHV
LQWKH&RORJQHUHJLRQWKDWFDQEHYLVLWHGOLVWHGLQWKHVDOHVJXLGH
x 5KHLQ(QHUJLH$*$ VXSSOLHU RI HQHUJ\ DQGZDWHU WKDW RSHUDWHV IRXU
VLWHV WKDW DUH RSHQ WR WKH SXEOLF WZR ZDWHUZRUNV D ORQJGLVWDQFH
KHDWLQJWXQQHODQGDJDVILUHGSRZHUSODQW
   3D\V GH  O D /R LUH 
 *HQHUDOSURILOHWKHFRQWH[W
:LWK  PLOOLRQ LQKDELWDQWV ,16((  3D\V GH OD /RLUH LV WKH ILIWK











7KH FDSLWDO DQG ODUJHVW FLW\ RI3D\V GH OD/RLUH DQG WKH SUHIHFWXUH RI/RLUH
$WODQWLTXHLV1DQWHVWKHVL[WKFLW\RI)UDQFHZLWKDSRSXODWLRQRI,16((
 1DQWHV ORFDWHG DW ERWK VLGHV RI WKH /RLUH ULYHU LV RQH RI WKH VRFDOOHG
0pWURSROHVG¶(TXLOLEUHV EDODQFLQJPHWURSROHV WKDWZDV DSSRLQWHG LQ WKHVE\
WKH QDWLRQDO JRYHUQPHQW DV SDUW RI D SROLF\ WR SURPRWH WKH GHYHORSPHQW RI DPRUH
EDODQFHG XUEDQ V\VWHP ZLWK OHVV HFRQRPLF GRPLQDQFH RI 3DULV &RXFK )UDVHU 	
3HUF\$OWKRXJKWKHFRQFHSWRIµEDODQFLQJPHWURSROHV¶ZDVDEDQGRQHGLQ
±WKHSROLF\FRXOGQRWSUHYHQW3DULVIURPJURZLQJ/HIqYUH±LWLVVWLOOXVHGDVD
VHOOLQJSRLQWE\1DQWHVDQG3D\VGH OD/RLUH&LW\PDUNHWHHUVXVH WKH VORJDQ O
(IIHW










LVD UHODWLYHO\\RXQJFLW\ IRXQGHG LQ WKHWKFHQWXU\DVDSRUWFLW\ IRU1DQWHV ,WV
WRZQFHQWUH LVHYHQ\RXQJHUEHFDXVH WKHFLW\ZDVERPEHGE\DOOLHG IRUFHV LQ











,VODQG KDV EHFRPH DYDLODEOH IRU UHGHYHORSPHQW LQWR DQ DWWUDFWLYH DUHD LQ ZKLFK
UHVLGHQWLDO DQG QHZ DQG H[LVWLQJ FRPPHUFLDO IXQFWLRQV DUH FRPELQHG $OVR VRPH
IRUPHU SRUW DUHDV RI 6W 1D]DLUH ZLOO EH UHGHYHORSHG LQWR DQ DWWUDFWLYH FHQWUH ZLWK





V\VWHPRIKLJKVSHHG WUDLQV7KH WUDYHO WLPH WR3DULV LVKRXUDQGPLQXWHVIURP
$QJHUVDQGKRXUVDQGPLQXWHVIURP1DQWHV
,Q WKH3D\V GH OD/RLUH UHJLRQ WKH VKDUH RI LQGXVWULDO DFWLYLWLHV LQ WKH JURVV
DGGHG YDOXH LV UHODWLYHO\ KLJK  SHU FHQW FRPSDUHG WR  SHU FHQW IRU
PHWURSROLWDQ)UDQFH ,Q WHUPVRI MREV WKHVKDUHRI LQGXVWU\ LVSHUFHQW ,16((
:HOO UHSUHVHQWHG LQGXVWULDO VHFWRUVDUH WKHDJULFXOWXUDODQGIRRG LQGXVWU\DQG
WKHSURGXFWLRQRIFDSLWDODQGLQWHUPHGLDU\JRRGVWKHVKDUHRILQGXVWULHVWKDWSURGXFH
FRQVXPSWLRQJRRGVLVFRPSDUDEOHZLWKWKHQDWLRQDODYHUDJHSHUFHQW7ZRRWKHU
















GHSDUWPHQW 2EVHUYDWRLUH 5pJLRQDO GX 7RXULVPH GHV 3D\V GH OD /RLUH  0DL  DFFHVVLEOH YLD
ZZZHQSD\VGHODORLUHFRP
3URILOHVRIWKHVHOHFWHGXUEDQUHJLRQV








WKDW VHYHUDO FRPSDQLHV LQ WKH UHJLRQ ZHUH LQWHUHVWHG LQ RSHQLQJ WKHLU GRRUV WR WKH
SXEOLFZKLOHRWKHU FRPSDQLHV WKDWZHUH DOUHDG\RSHQH[SUHVVHG WKHLUZLVK WR VKDUH




7KHDVVRFLDWLRQ LVD MRLQW LQLWLDWLYHRI WKH UHJLRQDOFRPPLWWHHRI WRXULVP WKH
UHJLRQDO&KDPEHURI&RPPHUFHDQG,QGXVWU\&&,WKHORFDOFKDPEHUVDQGDQLQLWLDO
FRUHJURXSRIFRPSDQLHV7KHSURIHVVLRQDORUJDQLVDWLRQLVILQDQFLDOO\VXSSRUWHG
E\ WKH UHJLRQDQG WKH6WDWH7KH UHJLRQDOFRPPLWWHHRI WRXULVPDQG WKHFKDPEHURI
FRPPHUFHERWK ILQDQFHKDOI RI WKHEXGJHW WKHRWKHU KDOI KDV WREH ILQDQFHGE\ WKH
PHPEHUFRPSDQLHVE\GRQDWLRQVDQGWKURXJKFRPPHUFLDO UHYHQXHV)RU WKHUHJLRQ















ZHEVLWH RI WKH UHJLRQDO WRXULVP FRPPLWWHH ZKLFK SURYLGHV LQIRUPDWLRQ LQ VHYHQ
ODQJXDJHV )UHQFK(QJOLVK*HUPDQ'XWFK6SDQLVK&KLQHVHDQG -DSDQHVH2WKHU
PHDQVRIFRPPXQLFDWLRQDUHDQDQQXDOJXLGHFRSLHVSUHVVPHHWLQJVVSHFLDO
WRXUV WRPHPEHU FRPSDQLHV IRU WRXU RSHUDWRUV DQG WUDYHO DJHQFLHV (GXFWRXUV DQG
IUHH SXEOLFLW\ 2QO\ LQ  PRUH WKDQ  PHGLD DUWLFOHV DSSHDUHG FRQFHUQLQJ
PHHWLQJVRUJDQLVHGE\WKHDVVRFLDWLRQRUUHSRUWVRQWKHPHPEHUFRPSDQLHV&KDUXHO
/HEODQF	%ULQ























)XUWKHUPRUH WKH DVVRFLDWLRQ LV UHVSRQVLEOH IRU RUJDQLVLQJ WKH QDWLRQDO RSHQ
GRRU GD\V -RXUQpHV 1DWLRQDOHV GH 3RUWHV 2XYHUWHV HQ HQWHUSULVHV LQ WKH /RLUH





RSHQ WKHLU GRRUV DW OHDVW IRU RQFH D \HDU DQG PD\EH WR EHFRPH PHPEHU RI WKH
DVVRFLDWLRQ ODWHU RQ ,Q PRUH WKDQ  QRQPHPEHUVZHUH SDUWLFLSDWLQJ LQ WKH
PDQLIHVWDWLRQRSHQLQJWKHLUGRRUVIRUWKHILUVWWLPHWRWKHSXEOLF&KDUXHO/HEODQF	
%ULQ  7KH RUJDQLVDWLRQ KDV DOVR SOD\HG D NH\ UROH LQ WKH LQWURGXFWLRQ RI D
QDWLRQDO TXDOLW\ SURJUDPPH IRU FRPSDQ\ YLVLWV 'HVWLQDWLRQ (QWUHSULVHV 7KLV
SURJUDPPH KHOSHG 9LVLW 2XU &RPSDQLHV WR LGHQWLI\ FRQGLWLRQV WKDW WKHLU PHPEHUV
VKRXOGPHHWREOLJDWRU\FRQGLWLRQVRUVKRXOGWU\WRPHHWUHFRPPHQGHGRUSUHIHUUHG




IUHH RI FKDUJH IRU LWV PHPEHUV DQG PHHWLQJV DW DFWLYH PHPEHU ILUPV WR WUDQVIHU
NQRZOHGJHRQYLVLWRUPDQDJHPHQW$QRWKHUWDVNRIWKHDVVRFLDWLRQLVWKHFROOHFWLRQRI
YLVLWRU QXPEHUV WR EH VXSSOLHG WR WKH GDWDEDVH RI WKH 5HJLRQDO 2EVHUYDWRU\ RI
7RXULVP
,Q3D\VGHOD/RLUH$QJHUVDQG6W1D]DLUHDUHWKHWZRPRVWDFWLYHFLWLHVLQWKH
ILHOG RI LQGXVWULDO WRXULVP (YHU\ \HDU LQ )HEUXDU\0DUFK WKH 7RXULVP 2IILFH RI
$QJHUVRUJDQLVHVWKHHYHQW0DGHLQ$QJHUVDIRXUZHHNHYHQWZLWKWKHSDUWLFLSDWLRQ
RIPRUHWKDQFRPSDQLHVDQGFUDIWVPHQIURPWKHUHJLRQGUDZLQJDERXW
YLVLWRUV D \HDU ,Q WRWDO  VHFWRUV DUH UHSUHVHQWHG LQFOXGLQJ WKH PHWDO LQGXVWU\
DJULFXOWXUH VHUYLFHV PHGLD DQG FRPPXQLFDWLRQ DUFKLWHFWXUH WKH HQYLURQPHQWDO
LQGXVWU\DQGUHVHDUFK	HGXFDWLRQ7KH7RXULVP2IILFHFRRSHUDWHVZLWKWKH&KDPEHU
RI &RPPHUFH DQG WKH 8QLYHUVLW\ RI $QJHUV ZKLFK DOVR GHYHORSHG D SURIHVVLRQDO
EDFKHORU¶V SURJUDPPH LQ µHFRQRPLF GLVFRYHULHV¶ WRJHWKHU ZLWK 9LVLW 2XU
&RPSDQLHV ,Q  $QJHUV KRVWHG WKH ILUVW (XURSHDQ FRQIHUHQFH RQ LQGXVWULDO
WRXULVP
7KH WRXULVP RUJDQLVDWLRQ RI 6W 1D]DLUH LV (VFDO¶$WODQWLF ZKLFK RZQV DQG
RSHUDWHV WKH 2FHDQ /LQHU 0XVHXP DQG WKH 6XEPDULQH (VSDGRQ ,Q DGGLWLRQ
(VFDO¶$WODQWLFRUJDQLVHVWRXUVWRWKUHHFRPSDQLHVLQWKHUHJLRQWKHDXWRQRPRXVSRUW
RI 1DQWHV6W 1D]DLUH 67; (XURSH IRUPHUO\ NQRZQ DV $NHU <DUGV DQG $LUEXV
(VFDO¶$WODQWLFKDVVLJQHGPXOWL\HDUFRQWUDFWVLQZKLFKWKH\JRWWKHH[FOXVLYHULJKWWR

 7KH EDFKHORU¶V SURJUDPPH LQFOXGHV FRXUVHV LQ FRPPXQLFDWLRQ IRUHLJQ ODQJXDJHV TXDOLW\
PDQDJHPHQW LQGXVWULDO KHULWDJH DQG LQGXVWULDO WRXULVP DQG SURYLGHV NQRZOHGJH RQ WKH UHJLRQDO





WKH WRXULVP RUJDQLVDWLRQ )RU WKH WKUHH FRPSDQLHV (VFDO¶$WODQWLF SURYLGHV WKH
HTXLSPHQWWKDWLVQHHGHGIRUWKHRUJDQLVDWLRQRIJXLGHGWRXUVZKLOHWKH\DOVRLQYHVWLQ
YLVLWRUIDFLOLWLHVDWWKHVLWHVHJDIRRWEULGJHLQRQHRIWKHDVVHPEO\KDOOVDW$LUEXV













































)RU RXU LQGHSWK DQDO\VLV RI KRZ KRVW ILUPV DQG UHJLRQDO RUJDQLVDWLRQV









x 67;(XURSH 6KLS\DUG IRUPHUO\ NQRZQ DV&KDQWLHUV GH O¶$WODQWLTXH
EHFDPHSDUWRIWKHLQWHUQDWLRQDO$NHU<DUGV*URXSZLWKKHDGTXDUWHUV
LQ1RUZD\LQZKLFKFKDQJHGLWVQDPHLQWR67;(XURSHLQ
x $LUEXV 6XEVLGLDU\ RI WKH (XURSHDQ $HURQDXWLF 'HIHQFH DQG 6SDFH





x /HV 6DOLQHV GH *XHUDQGH &RRSHUDWLYH ZKLFK UHSUHVHQWV  VDOW
ZRUNHUVEHLQJUHVSRQVLEOHIRUEX\LQJVWRUDJHSDFNLQJDQGPDUNHWLQJ
,W RZQV DQG RSHUDWHV YLVLWRU FHQWUH 7HUUH GH 6HO LQ WKH WRZQ RI
*XpUDQGHORFDWHGNPWRWKHQRUWKRI6W1D]DLUH
x 7HUUH GHV 6FLHQFHV D FOXVWHU RUJDQLVDWLRQ IRU VFLHQFH FHQWUHV LQ WKH
UHJLRQ$QJHUV1DQWHV WKDWFDQEHYLVLWHG IRXQGHGE\ DPRQJRWKHUV





   5RW W HUGDP
 *HQHUDOSURILOHWKHFRQWH[W
5RWWHUGDP LV WKH VHFRQG FLW\ RI 7KH 1HWKHUODQGV ± DIWHU $PVWHUGDP ±
SURYLGLQJKRPHVWRUHVLGHQWV&26$OPRVWSHUFHQWRIWKHFLWL]HQV
KDYHDPLJUDWLRQEDFNJURXQGZLWKDSSUR[LPDWHO\QDWLRQDOLWLHVEHLQJUHSUHVHQWHG
7KH PDLQ FRXQWULHV RI RULJLQ DUH 6XULQDP 7XUNH\ 0RURFFR &DSH 9HUGH DQG WKH
1HWKHUODQGV $QWLOOHV 7KH PXQLFLSDOLW\ FRYHUV DQ DUHD RI  NP ZKLFK LV D
FRQVLGHUDEO\ ODUJHU VXUIDFH WKDQ WKH WKUHH RWKHU PDMRU 'XWFK FLWLHV ± $PVWHUGDP
8WUHFKWDQG7KH+DJXH±FRYHU7KHFLW\LVORFDWHGLQWKHVRFDOOHGVRXWKZLQJRIWKH
5DQGVWDG D FRQXUEDWLRQ RI WKH IRXU ODUJHVW FLWLHV LQ WKH 1HWKHUODQGV DQG VHYHUDO
VPDOOHU RQHV$OWKRXJK WKH5DQGVWDG KDV QR RIILFLDO VWDWXV LW LV RIWHQ FRQVLGHUHG D
VSDWLDOHFRQRPLF HQWLW\ FRPSDUDEOHZLWK WKH*HUPDQ5XKU5KLQH UHJLRQ7KH VRXWK
ZLQJRI WKLV ULQJVKDSHGPHWURSROLWDQUHJLRQ LQFOXGHV WKHUHJLRQVRI5RWWHUGDP
PLOOLRQ LQKDELWDQWV DQG 7KH+DJXH PLOOLRQ LQKDELWDQWV DVZHOO DV WKH FLWLHV RI
/HLGHQ DQG'RUGUHFKW ERWKZLWKPRUH WKDQ  LQKDELWDQWV 7KH VWUDLJKWOLQH
GLVWDQFHEHWZHHQWKHFHQWUHVRI5RWWHUGDPDQG7KH+DJXHLVOHVVWKDQNLORPHWUHV
7KH GLVWDQFH EHWZHHQ 5RWWHUGDP DQG WKH RWKHU WZRPDMRU FLWLHV ± $PVWHUGDP DQG
8WUHFKW±LVFRQVLGHUDEO\ODUJHUIRUERWKPRUHWKDQNLORPHWUHV
5RWWHUGDPZDV IRXQGHG DV D VPDOO VHWWOHPHQW DORQJ ERWK VLGHV RI WKH5RWWH
ULYHUFXUUHQWO\NQRZQDVD WULEXWDU\RI WKH1LHXZH0DDV$IWHU LWZDVDZDUGHGFLW\
ULJKWV LQ WKH WRZQ ILUVWGHYHORSHG LQWRDPHGLXPVL]HG WUDGLQJFLW\)URP WKH
WKFHQWXU\RQZDUGV WKHFLW\JDLQHGIXUWKHU LPSRUWDQFHVWDUWLQJ WREHQHILW IURPLWV
ORFDWLRQQHDUWKHVHD7KHSRSXODWLRQJUHZIURPLQWRLQ,Q
WKH VHFRQG KDOI RI WKH WK FHQWXU\ 5RWWHUGDP VWDUWHG WR H[SDQG LWV SRUW ZLWK WKH
GHYHORSPHQW RI VHYHUDO SRUW DUHDV 0DDVKDYHQ5LMQKDYHQ DQG:DDOKDYHQ DQG WKH
FRQVWUXFWLRQRIDFDQDOWRWKHVHD1LHXZH:DWHUZHJ7KHPRVWLPSUHVVLYHJURZWKRI




EDQNRI WKH1LHXZH0DDV$IWHU WKHZDU LWZDVGHFLGHGQRW WRUHEXLOG WKHKLVWRULFDO
FLW\±DVVHYHUDORWKHU(XURSHDQFLWLHVGLG±EXWWRGHYHORSDQHZPRGHUQFLW\FHQWUH
LQZKDW FRXOGEH FDOOHG D1RUWK$PHULFDQ VW\OH$V D FRQVHTXHQFHRI WKLV GHFLVLRQ





7KH H[SDQVLRQ RI WKH SRUW WKH EXVLHVW SRUW RI WKHZRUOG EHWZHHQ  DQG
HQDEOHG WKHFLW\ WRJURZ WRD UHFRUGSRSXODWLRQRI LQ$W WKDW




VXEXUEDQLVDWLRQ %UDXQ  0RUHRYHU WKH FLW\ H[SHULHQFHG D VWURQJ GHFOLQH LQ
LQGXVWULDO HPSOR\PHQW ZLWK D ORVV RI DERXW  MREV EHWZHHQ  DQG 
SDUWLFXODUO\LQVKLSEXLOGLQJDQGVKLSUHSDLU7KLVGHFOLQHZDVRQO\SDUWO\FRPSHQVDWHG
E\ DQ LQFUHDVH RI WKH VHUYLFH VHFWRU )URP WKH PLG V RQZDUGV WKH SRSXODWLRQ
QXPEHUKDVUHPDLQHGUHODWLYHO\VWDEOH
&XUUHQWO\ LQGXVWU\ JHQHUDWHV  SHU FHQW RI DOO MREV LQ 5RWWHUGDP 7KLV LV
PXFKORZHUWKDQLWXVHGWREHEXWVWLOOFRQVLGHUDEO\KLJKHUWKDQLQ$PVWHUGDPZKHUH
LQGXVWU\KDVD VKDUHRIRQO\SHUFHQW &LW\RI5RWWHUGDP7KHSRUW DQG
LQGXVWULDOFRPSOH[VWLOOJHQHUDWHVMREVEXWQRWDVPDQ\DVLQWKHSDVWIRURQHWKLQJ
EHFDXVH RI DXWRPDWLVDWLRQ 7KH SRUW LQFUHDVLQJO\ QHHGV KLJKHUHGXFDWHG ZRUNHUV WR













SRUW RI (XURSH $QQXDO 5HSRUW 3RUW RI 5RWWHUGDP  ,Q  LW ZDV FDOFXODWHG WKDW WKH SRUW
SURYLGHVGLUHFWHPSOR\PHQWWRSHRSOHLQWKHSRUWJHQHUDWHGMREVDFFRUGLQJWRWKH
















 PLOOLRQ LQ  5RWWHUGDP KDV EHHQ SDUWLFXODUO\ VXFFHVVIXO LQ DWWUDFWLQJ




'XWFK 0LQLVWU\ RI (FRQRPLF $IIDLUV 6FKHGXOHG WRXUV IRU ERWK LQGLYLGXDO OHLVXUH
WRXULVWVDVZHOODVSURIHVVLRQDOJURXSVFRXOGEHERRNHGDWWKHWRXULVWRIILFH,Q
VL[GLIIHUHQWGD\WRXUVIRU OHLVXUH WRXULVWVE\FRDFKZHUHRIIHUHGGHSDUWLQJIURPWKH














WKHPDUNHW FRQGLWLRQV IRU JURXS WUDYHOZHUH FRQVLGHUDEO\ EHWWHU WKDQ IRU LQGLYLGXDO
OHLVXUHWRXULVWV7KHRUJDQLVDWLRQ¶VZHEVLWHSURYLGHVDQRYHUYLHZRIWRXUH[DPSOHV
EXW PRVW WRXUV DUH WDLORUPDGH 9LVLWRUV JHW WR VHH YDULRXV SDUWV RI WKH SRUW HJ
(XURSRRUW 0DDVYODNWH DQG SODFHV ZKHUH JRRGV HJ IUXLW FDUV EXON JRRGV DUH
WUDQVKLSSHGRUVWRUHG,QGXVWULHHO7RHULVPHUHFHLYHVWRWKRXVDQGYLVLWRUVD\HDU
ZLWKDQHVWLPDWHGVKDUHRIIRUHLJQHUVRIDWOHDVWSHUFHQW











7ZR RWKHU LPSRUWDQW DFWRUV LQ WKH VXSSO\ RI LQGXVWULDO WRXULVP DUH WKH
(GXFDWLRQDO,QIRUPDWLRQ&HQWUH0DLQSRUW5RWWHUGDP(,&DQGWKHIRXQGDWLRQ:RUOG
3RUW 'D\V (,& UHSUHVHQWV WKH LQWHUHVWV RI WKH SRUW DQG SRUWUHODWHG FRPSDQLHV DQG
RUJDQLVHV H[FXUVLRQV IRU VWXGHQWV DQG WHFKQLFDO YLVLWRUV WR D UDQJH RI ILUPV LQ ILYH
FDWHJRULHVOLTXLGEXONGU\EXONFRQWDLQHUJHQHUDOFDUJRLQGXVWU\DQGRWKHUILUPV,Q
 (,& UHFHLYHG  YLVLWRUV 'HOWDOLQTV  7KH IRXQGDWLRQ:RUOG 3RUW
'D\V LV UHVSRQVLEOH IRU RUJDQLVLQJ WKLV DQQXDO HYHQW LQ 6HSWHPEHU ZKLFK LQFOXGHV
FRPSDQ\ YLVLWV WR DERXW  FRPSDQLHV DQG RUJDQLVDWLRQV LQ YDULRXV FDWHJRULHV VHH









)RU WRXULVWV WKDWZDQW WR GLVFRYHU WKH SRUW EXW QRW QHFHVVDULO\ZDQW WR YLVLW











x 5RWWHUGDP 0DUNHWLQJ 7KH IRXQGDWLRQ UHVSRQVLEOH IRU SURPRWLQJ
5RWWHUGDPDVDWRXULVWGHVWLQDWLRQ
x 2%55RWWHUGDP¶V&LW\'HYHORSPHQW&RUSRUDWLRQWKHPXQLFLSDOERG\
WKDW SURYLGHV IXQGV WR 5RWWHUGDP 0DUNHWLQJ ,PSRUWDQW ILQDQFHU RI
:RUOG3RUW'D\V
x 7KH 5HJLRQDO &KDPEHU RI &RPPHUFH 5HSUHVHQWLQJ WKH LQWHUHVWV RI
EXVLQHVVHVLQWKHUHJLRQ
x &KLHI0DUNHWLQJ2IILFH &RRUGLQDWLQJ XQLW IRU FLW\ EUDQGLQJ DQG FLW\
PDUNHWLQJZKLFKUHSRUWVWRWKHPD\RUGLUHFWO\
x 3RUW RI 5RWWHUGDP 0DLQ ILQDQFHU RI :RUOG 3RUW 'D\V (GXFDWLRQDO
,QIRUPDWLRQ &HQWUH 0DLQSRUW 5RWWHUGDP WKH 5RWWHUGDP 3RUW
([SHULHQFHDQG)XWXUH/DQG
x :RUOG 3RUW 'D\V )RXQGDWLRQ UHVSRQVLEOH IRU RUJDQLVLQJ WKLV DQQXDO
HYHQW
x 6PLW ,QWHUQDWLRQDOH *OREDO VXSSOLHU RI PDULWLPH VHUYLFHV WRZDJH




HTXLSPHQW IRU VDOYDJH RSHUDWLRQV LQ 5RWWHUGDP 'RHV SDUWLFLSDWH LQ
:RUOG 3RUW 'D\V EXW ZLWKRXW RSHQLQJ GRRUV WKH\ RQO\ UHFHLYH
SURIHVVLRQDOYLVLWRUV
x %URHNPDQ*URXS &RPSDQ\ WKDW LV KHDGTXDUWHUHG LQ5RWWHUGDPZLWK




GLVWULEXWHV ILVK DQG ILVK SURGXFWV WR EXVLQHVV FXVWRPHUV DOO RYHU WKH
ZRUOG 7KH PDLQ ORFDWLRQ LV D VLWH IRU GLVWULEXWLRQ VWRUDJH DQG
SURFHVVLQJ ZKLFK DOVR LQFOXGHV D VKRS 7KH SURGXFWLRQ IDFLOLWLHV DUH
RQO\RSHQWRSURIHVVLRQDOYLVLWRUV
x +DSS\ 6KULPS)DUP 3URGXFHU RI VKULPSVZLWK D VLWH ORFDWHG RQ WKH






   7XU LQ 
 *HQHUDOSURILOHWKHFRQWH[W
:LWK  UHVLGHQWV 7XULQ LV WKH IRXUWK ODUJHVW FLW\ RI ,WDO\ DIWHU5RPH
0LODQDQG1DSOHV,67$77KHFLW\LVORFDWHGLQWKHQRUWKZHVWRIWKHFRXQWU\
DW  NP IURP WKH )UHQFK ERUGHU DQG  NP IURP WKH 6ZLVV ERUGHU 7XULQ LV WKH
FDSLWDO RI WKH SURYLQFH RI 7XULQ DOPRVW  PLOOLRQ LQKDELWDQWV DV ZHOO DV WKH
3LHGPRQWUHJLRQSRSXODWLRQPLOOLRQRQHRIWKHDXWRQRPRXVUHJLRQVLQZKLFK



















 WKHSRSXODWLRQJUHZIURP WRDOPRVW$IWHU WKH6HFRQG:RUOG
:DU WKHFLW\UHFRYHUHGIDVWPRVWO\EHFDXVHSHUFHQWRI WKH0DUVKDOO3ODQ)XQGV
HDUPDUNHG IRU WKH ,WDOLDQ HQJLQHHULQJ VHFWRU KDG EHHQ LQYHVWHG LQ )LDW :LWK WKH
H[SDQVLRQ RI WKH DXWRPRELOHPDUNHW 7XULQ EHFDPH HYHQPRUH GHSHQGHQW RQ LWV FDU
PDQXIDFWXULQJ LQGXVWU\ DW WKH HQG RI WKH V DSSUR[LPDWHO\  SHU FHQW RI DOO
LQGXVWULDODFWLYLW\ZDVUHODWHGWRWKHSURGXFWLRQRIFDUV%HWZHHQDQG)LDW
H[SDQGHG LWV ZRUNIRUFH LQ 7XULQ IURP  WR  LQFOXGLQJ  ZKLWH
FROODUZRUNHUV7KHJURZWKRI WKHSRSXODWLRQ IXUWKHUFRQWLQXHG UHDFKLQJDSHDNRI
PLOOLRQLQ
7KH SHULRG RI HFRQRPLF JURZWK FDPH WR D KDOW LQ  ZLWK WKH JOREDO RLO
FULVLV ,W VRRQ WXUQHGRXW WKDW7XULQKDGEHFRPH WRRGHSHQGHQWRQRQH LQGXVWU\DQG
RQH FRPSDQ\ LQ SDUWLFXODU )RU VHYHUDO GHFDGHV WKH VKDUH RI LQGXVWU\ LQ ORFDO
HPSOR\PHQW KDG UHPDLQHG IDLUO\ KLJK EHFDXVH GHFOLQHV LQ WKH WH[WLOH FORWKLQJ DQG
IRRG SURGXFWLRQ LQGXVWU\ZHUH RIIVHW E\ LQFUHDVHV LQ WKH DXWRPRELOH LQGXVWU\ )LDW
VWDUWHG WRVKLIWSURGXFWLRQDZD\ IURP7XULQPDLQO\ WR WKHVWUXJJOLQJVRXWKRI ,WDO\
ZLWK ILQDQFLDO LQFHQWLYHV RI WKH 6WDWH 7KH UHODWLRQ EHWZHHQ WKH FLW\ DQG WKH
DXWRPRELOH LQGXVWU\ DOVR VXIIHUHG IURP WKH WHQVLRQV EHWZHHQ ZRUNHUV DQG WKH
FRPSDQ\UHVXOWLQJLQVWULNHVDQWLFDSLWDOLVWSURWHVWVDQGHYHQWHUURUPRYHPHQWV
,QWKHPHWURSROLWDQDUHDORVWLQGXVWULDOMREV0DJJL	3LSHUQR
 ,Q VHYHUDO VWDJHV )LDW UHGXFHG LWV ZRUNIRUFH ZLWK  MREV LQ  DQG
MREVEHWZHHQDQG5RVVR:LWKRXWWKHVXSSRUWRIWKH,WDOLDQ
6WDWH ± LQ WKH \HDUV EHIRUH WKH(XURSHDQ8QLRQ SURKLELWHG VXFK WUDGH SURWHFWLRQV ±
)LDWZRXOGSUREDEO\QRWKDYHEHHQDEOHWRVXUYLYHLQWKLVSHULRG7KHVKDUHRI7XULQ




:LWK WKH ULVHRI WKHVHUYLFHVHFWRU WKHVKDUHRI LQGXVWU\ LQ7XULQ¶VHFRQRP\




HFRQRPLF VWUXFWXUH 7KH DXWRPRWLYH LQGXVWU\ LV QR ORQJHU WKH RQO\ NH\ VHFWRU LQ
3LHGPRQW RWKHU LPSRUWDQW VHFWRUV DUH DHURVSDFH ,&7 OLIH VFLHQFHV DQG
ELRWHFKQRORJ\ORJLVWLFVQDQRWHFKQRORJ\HQYLURQPHQWDQGUHQHZDEOHHQHUJ\DUWLVWLF
KDQGLFUDIW KRPH WH[WLOH FRQWHPSRUDU\ DUW ZULWLQJ WRROV DJURIRRG DQG WKH PRYLH
LQGXVWU\ &KDPEHURI&RPPHUFH IRU WKH7XULQ3URYLQFH  ,Q WHUPVRI H[SRUW




DOUHDG\ DWWUDFWHG YLVLWRUV WZR WKRXVDQG \HDUV DJR ± EXW LW LV QRW D W\SLFDO WRXULVW
GHVWLQDWLRQ ,Q FRPSDULVRQ ZLWK RWKHU KLVWRULFDO FLWLHV OLNH 5RPH )ORUHQFH DQG
9HQLFHDQGFRDVWDOWRZQVOLNH5LPLQL3LHGPRQWLVDODWHFRPHUWRWRXULVP3LHGPRQW
5HJLRQ QG *HRJUDSKLFDOO\ WKH WRXULVP SURGXFW RI WKH 3LHGPRQW UHJLRQ FDQ EH
GLYLGHGLQWRIRXUVXEDUHDVWKH2O\PSLFPRXQWDLQVVNLLQJDQGKLNLQJWKHODNHDUHD
LQFOXGLQJ/DJR0DJJLRUHWKHKLOOVLQFOXGLQJ/DQJKHZLWKZLQHFDVWOHVVRPHRI
ZKLFK DUH UR\DO UHVLGHQFHV DQG FXOWXUH DQG WKH&LW\ RI7XULQ DQ LPSRUWDQW0,&(
PHHWLQJVLQFHQWLYHVFRQIHUHQFHVH[KLELWLRQVGHVWLQDWLRQ
,Q  WKH WRWDO QXPEHU RI EHG QLJKWV UHJLVWHUHG LQ WKH UHJLRQ ZDV 
PLOOLRQ7KH3URYLQFHRI7XULQDFFRXQWHGIRUSHUFHQWPRUHWKDQPLOOLRQEHG
QLJKWVZKLOHWKHPHWURSROLWDQUHJLRQRI7XULQDVPDOOHUDUHDWKDQWKH3URYLQFHWRRN









UHODWHG WR WKH VWUDWHJLF SODQ 3LDQR 6WUDWHJLFR  ZKLFK IRUPXODWHV 
REMHFWLYHV DQG  DFWLRQV FDWHJRULVHG LQ VL[ VWUDWHJLF OLQHV &LW\ RI7XULQ 




WKH FLW\ WR UHDOLVH PDQ\ RI WKHVH REMHFWLYHV EXW QRWDEO\ WR LPSURYH DFFHVVLELOLW\
DQRWKHUVWUDWHJLFOLQHWRGLYHUVLI\WKHHFRQRP\DQGWRSURPRWHWKHFLW\DVDWRXULVW
GHVWLQDWLRQDQGEXVLQHVVORFDWLRQ9DQGHQ%HUJ%UDXQ	2WJDDU
2QH RI WKH REMHFWLYHV RI WKH VWUDWHJLF SODQ LV WR SRVLWLRQ WKH GHVWLQDWLRQ RI
7XULQ DQG WKH 3LHGPRQW UHJLRQ LQ WKH LQWHUQDWLRQDO WRXULVP PDUNHW %HIRUH WKH
2O\PSLF*DPHVWRRNSODFH7XULQFOHDUO\KDGDQLPDJHSUREOHPLQWKHLQWHUQDWLRQDO




WKH 7XULQ DQG PHWURSROLWDQ DUHD SURGXFW LQWR WKH QDWLRQDO DQG LQWHUQDWLRQDO WRXULVW
PDUNHWDQGWRFUHDWHDµFRPPLWWHH¶WRVSUHDGWKHZLQHDQGIRRGFXOWXUHRIERWKWKH
FLW\DQGUHJLRQLQWRDQDWLRQDODQGLQWHUQDWLRQDODUHQD
,Q  RQH \HDU EHIRUH 7XULQ KRVWHG WKH 2O\PSLF :LQWHU *DPHV WKH
&KDPEHURI&RPPHUFHDQG WKH ORFDO WRXULVPRUJDQLVDWLRQ7XULVPR7RULQR WRRN WKH
LQLWLDWLYH WR GHYHORS DQ LQGXVWULDO WRXULVP SURJUDPPH 8QGHU WKH VORJDQ µ0DGH LQ




 7KH VWUDWHJ\ LV EDVHG RQ D YLVLRQ WKDW SUHVHQWV 7XULQ DV D (XURSHDQ PHWURSROLV WKDW LV UHDG\ WR




















(DFK )ULGD\ D FRDFK EULQJV WRXULVWV IURP WKH FLW\ FHQWUH WR RQH RI WKH
SDUWLFLSDWLQJILUPVZKHUHWKH\JHWDFRPSDQ\WRXURUYLVLWDFRPSDQ\PXVHXP:LWK
 WRXUV WR  FRPSDQLHV DQ DYHUDJH RI WZR YLVLWV SHU FRPSDQ\ DQG DQ DYHUDJH
JURXSVL]HRIWKHQXPEHURISHRSOHWKDWYLVLWILUPVWKURXJKWKLVFKDQQHOLVOLPLWHG
0RVWSDUWLFLSDWLQJILUPVUHFHLYHPDQ\PRUHLQGXVWULDOWRXULVWVWKURXJKRWKHUFKDQQHOV




PLQLPXP DJH IRU YLVLWRUV LV  7RXUV FDQ EH ERRNHG RYHU WKH LQWHUQHW DQG E\
WHOHSKRQH 9LVLWRUV SD\ ¼ WR ¼ IRU D WRXU WR FRYHU WKH FRVWV PDGH E\ 7XULVPR
7RULQRWUDQVSRUWDWLRQLQVXUDQFHDQGVWDII
0DGH LQ 7RULQR LV SDUW RI D SURPRWLRQDO FDPSDLJQ WR GHPRQVWUDWH WKH
µH[FHOOHQFH¶RI7XULQDQG LWVFRPSDQLHV WR WKHRXWVLGHZRUOG LQ OLQHZLWK WKHFLW\¶V












ZLWK OHJDO WDVNV UHSUHVHQWLQJ UHJLRQDO EXVLQHVVHV DQG WKH PDLQ
ILQDQFHURI0DGHLQ7RULQR
x 7XULVPR 7RULQR H 3URYLQFLD 7KH ORFDO WRXULVP RUJDQLVDWLRQ ZKLFK
RSHUDWHV WRXULVW LQIRUPDWLRQ FHQWUHV DQG LV UHVSRQVLEOH IRU WKH
RUJDQLVDWLRQRI0DGHLQ7RULQR
x 6YLOXSSR 3LHPRQWH 7XULVPR 7KH UHJLRQDO WRXULVP RUJDQLVDWLRQ IRU
3LHGPRQW
x 3LHGPRQW5HJLRQ7KHUHJLRQDOJRYHUQPHQW
x )LDW&DUPDQXIDFWXUHU DQG SDUWLFLSDQW LQ0DGH LQ7RULQR7KHPDLQ
VLWH LQ7XULQ LV WKH0LUDILRUL IDFWRU\ZLWK WKH QHLJKERXULQJ0LUDILRUL
0RWRU 9LOODJH D QHZ W\SH RI VDOHV FHQWUH ZKLFK DOVR LQFOXGHV
H[KLELWLRQ VSDFH DQG D GHVLJQDWHG DUHD IRU WHVW GULYHV 7KHUH DUH
VFKHGXOHGWRXUVIRUYLVLWRUJURXSV
x *XIUDP 3URGXFHU RI GHVLJQ REMHFWV IRU LQGLYLGXDO FRQVXPHUV DQG
DUPFKDLUVIRUODUJHYHQXHVORFDWHGLQWKHVPDOOPXQLFLSDOLW\%DODQJHUR
DERXW  NP WR WKH QRUWKZHVW RI 7XULQ0HPEHU RI WKH LQWHUQDWLRQDO
3ROWURQD )UDX *URXS DQ LQWHUQDWLRQDO PDQXIDFWXUHU RI KRPH
IXUQLVKLQJV EDVHG LQ 7ROHQWLQR D VPDOO WRZQ LQ FHQWUDO ,WDO\
3DUWLFLSDWHV LQ 0DGH LQ 7RULQR DQG RUJDQLVHV WRXUV IRU SURIHVVLRQDO
YLVLWRUV
x $XURUD 3URGXFHU RI ZULWLQJ LQVWUXPHQWV OX[XU\ OHDWKHU JRRGV DQG







&RQGL W LRQV  IRU KRV W  I L UPV 




7KH FKDSWHU LV VWUXFWXUHG DORQJ WKH WKUHH PDLQ FRQGLWLRQV ZH LGHQWLILHG WKH WKUHH
FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ ++ DQG+ WKH ILW EHWZHHQ FRPSDQ\
WRXUVDQG WKH LQWHQGHGFRUSRUDWH LPDJH +DQG WKH IRXUGHWHUPLQDQWVRI LQGXVWULDO
WRXULVP SRWHQWLDO + + + DQG + )RU HDFK VXEK\SRWKHVLV ZH ILUVW
GLVFXVVWKHPDLQILQGLQJVIURPWKHIRXUXUEDQUHJLRQVUHIHUULQJWRWKHLQGLYLGXDOILUPV
ZH DQDO\VHG LQ GHWDLO 6HFRQGZH GUDZ VRPH FRQFOXVLRQV FRQIURQWLQJ RXU ILQGLQJV
ZLWKWKHWKHRUHWLFDOIUDPHZRUN
   &KDUDF WHU L V W L F V  R I  WKH Y L V L W RU  I O RZ 
7KHGHJUHHWRZKLFKFRPSDQLHVDUHDEOHWREHQHILWIURPLQGXVWULDOWRXULVPILUVW
RI DOO GHSHQGV RQ WKH FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ WKH QXPEHU RI YLVLWRUV WKH
FRPSRVLWLRQRIWKHYLVLWRUIORZDQGWKHLUVSUHDGLQWLPH
 7KHQXPEHURIYLVLWRUV
7KH ILUVWDVSHFWRI WKHYLVLWRU IORZZHFRQVLGHU UHOHYDQW IRU LV LWV VL]H:KDW
FDQZHVD\DERXWWKHLQWHUHVWVRIKRVWILUPVZKHQLWFRPHVWRWKHQXPEHURIYLVLWRUV"
&RPSDQLHV LQ WKH IRXU XUEDQ UHJLRQV XVH GLIIHUHQW DSSURDFKHV WR LQGXVWULDO
WRXULVPZKLFKVHHPVWRLQIOXHQFHWKHLUSUHIHUHQFHVUHJDUGLQJWKHQXPEHURIYLVLWRUV

7KHKRVW ILUPVZHDQDO\VHGFDQEHFDWHJRULVHG LQWR WKUHHJURXSVFRPSDQLHV WKDW
SUHIHU WR UHFHLYHPDQ\ LQGXVWULDO WRXULVWV  FRPSDQLHV WKDW SUHIHU WR UHFHLYH VRPH
LQGXVWULDO WRXULVWV EXW QRW WRRPDQ\ WKH\DUHPRUH VHOHFWLYH  FRPSDQLHVZLWK D
UHVWULFWLYH SROLF\ RQ WKH UHFHSWLRQ RI LQGXVWULDO WRXULVWV 7KH SUHIHUHQFHV RI D ILUP
FRQFHUQLQJYLVLWRUQXPEHUVFDQWRVRPHH[WHQWEHDVVHVVHGE\DQDO\VLQJDFWXDOYLVLWRU
QXPEHUV $QRWKHU LPSRUWDQW LQGLFDWRU LV WKH ILUP¶V SROLF\ KRZ PDQ\ LQGXVWULDO
WRXULVWV DUH WKH\ZLOOLQJ WR DFFHSW":KDW UHVWULFWLRQV DSSO\":KDW DUH WKH HQWUDQFH
IHHV"
2QH RI WKH FRPSDQLHV LQ&RORJQH WKDW SUHIHUV WR UHFHLYH PDQ\ YLVLWRUV LV
%D\HU,WVYLVLWRUFHQWUH%D\.RPPUHFHLYHVQRQSD\LQJYLVLWRUVD\HDU)RU
YLVLWVWRWKHRSHUDWLRQDOVLWHVDOVRIRUIUHHWKHFRPSDQ\KDVFOHDUO\DGRSWHGDPRUH
GHIHQVLYH SROLF\ 0DJLF0HGLD &RPSDQ\ UHFHLYHV DSSUR[LPDWHO\  WRXULVWV D




RI WKHVKDUHKROGHUVRI+*.±KDVDQ LQWHUHVW LQ UHODWLYHO\KLJKYLVLWRUQXPEHUV WKH
FRPSDQ\UHDGRWKHUVKDUHKROGHUVLVFRPSHQVDWHGZLWKDQHWLQFRPHRI¼IRUHDFK
YLVLWRU5KHLQ(QHUJLH VXSSOLHV FRPSDQ\ WRXUV WR DERXW  YLVLWRUV D \HDU DW IRXU
GLIIHUHQW VLWHV:LWKLQ WKH OLPLWHG YLVLWRU FDUU\LQJ FDSDFLW\ WKH FRPSDQ\ SUHIHUV WR
UHFHLYHPDQ\YLVLWRUVZKLFKLVDOVRUHIOHFWHGLQWKHIUHHHQWUDQFHH[FHSWLIDUUDQJHG
YLD ([SHGLWLRQ &RORQLD WR FRYHU WKHLU FRVWV ,QIUD6HUY .QDSVDFN FKDQJHG LWV
DSSURDFKWRFRPSDQ\WRXUVIURPUHVWULFWLYHWRVHOHFWLYH7KHEXVLQHVVSDUNFRQVLGHUV
LQFOXGLQJDJUHHPHQWVRQWKHUHFHSWLRQRIYLVLWRUVLQWKHFRQWUDFWVZLWKWHQDQWV
,Q3D\VGH OD/RLUHPRVWRI WKHILUPVZH LQWHUYLHZHGSUHIHU UHODWLYHO\ ODUJH
YLVLWRUQXPEHUV7KHPRVWYLVLWHGDWWUDFWLRQLQWKHUHJLRQLV7HUUHGH6HOZLWK











WKH $OORYLVW &DUG D JXLGHG WRXU WR WKH SRUW E\ PRELOH SKRQH &RLQWUHDX LV DQ
LQWHUHVWLQJ H[DPSOH RI D FRPSDQ\ WKDW KDV EHFRPHPRUH VHOHFWLYH ,Q  














ZKLOH DQRWKHU  WHFKQLFDO YLVLWRUV HQWHUHG WKH ZRUNSODFH WKURXJKRXW WKH \HDU
%HFDXVH RI OLPLWHG FDSDFLW\ WKH )DUP KDG WR EH YHU\ VHOHFWLYH DOWKRXJK LW KDG WKH
DPELWLRQ WR DWWUDFW D ODUJHU SXEOLF E\ GHYHORSLQJ D YLVLWRU FHQWUH SRVVLEO\ WRJHWKHU





FDQ HQWHU WKH ZRUNSODFH HYHU\ \HDU /LPLWHG FDSDFLW\ KDV DOVR EHHQ PHQWLRQHG E\




:LWK PRUH WKDQ  LQGXVWULDO WRXULVWV LQ  )LDW LV RQH RI WKH PRVW
IUHTXHQWO\ YLVLWHG FRPSDQLHV RI 7XULQ ,Q FRPSDULVRQ ZLWK RWKHU FDU SURGXFHUV




















5HSUHVHQWDWLYHV IURP UHJLRQDO RUJDQLVDWLRQV LQIRUPHG XV WKDW PDQ\
FRPSDQLHV QRW LQFOXGHG LQ RXU VDPSOH DUJXH WKDW WKH EHQHILWV RI
LQGXVWULDO WRXULVP FDQQRW RXWZHLJK WKH FRVWV SDUWLFXODUO\ LQ YLHZ RI
VDIHW\DQGVHFXULW\
 $PRQJ WKH FRPSDQLHV ZH LQWHUYLHZHG ± PRUH DFWLYH ILUPV ± ZH
REVHUYHG PRUH ZLOOLQJQHVV WR RSHQ GRRUV IRU D ODUJHU DXGLHQFH
%HFDXVH WKHYLVLWRU FDSDFLW\ LV OLPLWHG SDUWLFXODUO\ LQFDVHRI60(V










FDXVLQJ FRQIOLFWV ZLWK WKH SULPDU\ SURFHVV  GHYHORSLQJ YLVLWRU
FHQWUHV  GHYHORSLQJ RSHQ GRRU HYHQWV RU SDUWLFLSDWLQJ LQ WKHVH
&RQGLWLRQVIRUKRVWILUPV
HYHQWV  RXWVRXUFLQJ WKH RUJDQLVDWLRQ RI LQGXVWULDO WRXULVP HJ
JXLGHV

,Q VXP RXU REVHUYDWLRQV VXSSRUW VXEK\SRWKHVLV + ZKLFK VWDWHV WKDW WKH
FRQWULEXWLRQRI LQGXVWULDO WRXULVP WR WKHSHUIRUPDQFHRI D KRVW ILUPGHSHQGVRQ WKH
QXPEHURIYLVLWRUV,PSRUWDQWO\KRZHYHUKRVWILUPVDUHQRWQHFHVVDULO\LQWHUHVWHGLQ
KLJKYLVLWRUQXPEHUV6RPHFRPSDQLHVZDQWWRRSWLPLVHWKHDUULYDORIWRXULVWVZLWKLQ





WKDW WKHFRPSRVLWLRQRI WKHYLVLWRU IORZ LV UHOHYDQW IRU WKHFRQWULEXWLRQRI LQGXVWULDO
WRXULVPWRWKHSHUIRUPDQFHRIDKRVWILUP"
7KHUHOHYDQFHRIFRPSRVLWLRQFDQEHDVVHVVHGE\DQDO\VLQJWKHSROLFLHVRIWKH
KRVW ILUPVDQG WR VRPHH[WHQWE\ WKHDFWXDOFKDUDFWHULVWLFVRI WKHYLVLWRU IORZ2XU




WKH FRPSDQ\ FRQVXPHU FXVWRPHU VXSSOLHU HWF WKHPRWLYHRI WKH YLVLW EXVLQHVV
OHLVXUHHGXFDWLRQDQGWKHLUSODFHRIRULJLQWKHUHJLRQWKHFRXQWU\RUIURPDEURDG
,Q WKH&RORJQH UHJLRQ IRXU RI WKH ILYH FRPSDQLHV ZH LQWHUYLHZHG FRQVLGHU
LQGXVWULDO WRXULVPDVD35 LQVWUXPHQW WR UHDFK VWDNHKROGHUV$OWKRXJK%D\.RPP LV
RSHQWRHYHU\ERG\WKHILUPVSHFLILFDOO\WDUJHWVFKLOGUHQDQGVWXGHQWVDQGLQSDUWLFXODU
WHDFKHUVDQGKHDOWKFDUHSURIHVVLRQDOVWKDWDUHVHHQDVVRFDOOHGµPXOWLSOLHUV¶WKH\FDQ
LQIOXHQFH RWKHU VWDNHKROGHUV )RU FRPSDQ\ YLVLWV WR RSHUDWLRQDO SODQWV FXVWRPHUV
VWXGHQWVDQGSROLWLFLDQVDUHSUHIHUUHG7KHVKDUHRIIRUHLJQYLVLWRUVLVUHODWLYHO\KLJK
 WRSHU FHQW5KHLQ(QHUJLHXVHV IDFWRU\ WRXUV WR FRPPXQLFDWHZLWKFRQVXPHUV
LQKDELWDQWVRIWKHUHJLRQ±IRULQVWDQFHDERXWHQHUJ\SULFHV±DQGWRSURPRWHLWVHOIDV
HPSOR\HU WR VWXGHQWV DQG SXSLOV LQ FRRSHUDWLRQZLWK HGXFDWLRQDO LQVWLWXWLRQV 7KH
ILUP KDV LQGLFDWHG WKH\ JHW YDOXDEOH IHHGEDFN IURP YLVLWRUV ZKLFK KHOSV WKHP WR
DGMXVW FRPPXQLFDWLRQ SROLFLHV :KLOH WKH SRUW RI *RGRUI +*. PDLQO\ DWWUDFWV
SHRSOH IURP WKH UHJLRQ 5KHLQDXKDIHQ LV SRSXODU DPRQJ D EURDG UDQJH RI YLVLWRUV









DUJXHV WKDW DOVR UHODWLRQVZLWK OHLVXUHYLVLWRUVQHHG WREH VHFXUHGEHFDXVH WKH\PD\
KDYH EXVLQHVV LQWHUHVWV DV ZHOO RYHUODSSLQJ UHODWLRQV 7KH SRUW VWLPXODWHV SRUW
UHODWHG FRPSDQLHV WR RSHQ WKHLU GRRUV DV ZHOO ZLWK WKH LQFUHDVLQJ GHPDQG IRU
WUDQVSDUHQF\DQGDJRRGUHSXWDWLRQDVPDLQDUJXPHQW/RRNLQJDWWKHSODFHRIRULJLQ
RWKHUSRUWDUHDVDQGUHJLRQVLQWKHKLQWHUODQGDUHLPSRUWDQWVXSSOLHUVRIWRXULVWV67;
(XURSH DQG$LUEXV KDYH LQ FRPPRQ WKDW WKH\ RXWVRXUFHG YLVLWV IRU OHLVXUH WRXULVWV
ZKLOH WKH\ FDUH RI SURIHVVLRQDO YLVLWRUV WKHPVHOYHV0RVW LOOXVWUDWLYH LV WKH SULFLQJ
SROLF\RI$LUEXVJURXSVZLWKDGLUHFWEXVLQHVVUHODWLRQSD\QRWKLQJRWKHUJURXSVGR
3URIHVVLRQDO DQG HGXFDWLRQDO YLVLWRUV JHW WR VHH PRUH WKDQ OHLVXUH YLVLWRUV $LUEXV
SURDFWLYHO\ LQYLWHV WHDFKHUV DQG WKHLU FODVVHV WR YLVLW WKH SODQWV SURPRWLQJ WKH
FRPSDQ\DV HPSOR\HU$W67;(XURSHSURIHVVLRQDOYLVLWRUV FDQ UHJLVWHURQHGD\ LQ
DGYDQFH ZKLOH OHLVXUH YLVLWRUV KDYH WR UHJLVWHU WZR GD\V LQ DGYDQFH 7KH VKLS\DUG
SUHIHUV WR UHFHLYH VWXGHQWV SRWHQWLDO HPSOR\HHV VXEFRQWUDFWRUV MRXUQDOLVWV DQG
UHSUHVHQWDWLYHV RI WKH PXQLFLSDOLW\ QHHGHG IRU SHUPLVVLRQV &RLQWUHDX WDUJHWV
FRQVXPHUV RI LWV DOFRKROLF GULQNVZLWK D FOHDU IRFXV RQ SHRSOH EHWZHHQ  DQG 






LWV SURGXFWV EXW WKH WRXUV DUH QRW UHDOO\ VHHQ DV LQVWUXPHQWV RI VWDNHKROGHU
PDQDJHPHQW
)RU5RWWHUGDPZH FDQ FRQFOXGH WKDW VWDNHKROGHUPDQDJHPHQW LV D JXLGLQJ






SUHIHUUHG¶ 6PLW ,QWHUQDWLRQDOH LV DOVR YHU\ VHOHFWLYH LQ KRQRXULQJ UHTXHVWV 7KH
GLUHFWRURIWKH+DSS\6KULPS)DUPPDGHFOHDUWKDWWKH\WDUJHWµIULHQGV¶DFWRUVZKR
VXSSRUW WKH FRPSDQ\ ILQDQFLDOO\ RU RWKHUZLVH 9HUVWHJHQ DSSURDFKHV FOLHQWV DQG




FKDQQHOV (,& :RUOG 3RUW 'D\V 3RUW ([SHULHQFH ,Q JHQHUDO LW FDQ EH VDLG WKDW






GLVWULEXWRUV EXW JUDGXDOO\ PRUH VWDNHKROGHU JURXSV ZHUH DGGHG WR WKH JXHVW OLVW
FXVWRPHUVEDQNHUVVXSSOLHUVVWXGHQWVHWF7KHVKDUHRIIRUHLJQYLVLWRUVLVVPDOOEXW
WKH FRPSDQ\ LV ZLOOLQJ WR UHFHLYH LQWHUQDWLRQDO JXHVWV DV ZHOO *XIUDP LV WKHPRVW
VHOHFWLYH ILUP ZH DQDO\VHG LQ 7XULQ WKH\ SUHIHU WR ZHOFRPH FXVWRPHUV DQG
HPSOR\HHV




RI VWDNHKROGHU PDQDJHPHQW DQG SXEOLF UHODWLRQV ,Q OLQH ZLWK
VWDNHKROGHU WKHRULHV WKH\ SUHIHU WR GHYHORS UHODWLRQV ZLWK DFWRUV WKDW
KDYHDUHODWLYHO\ODUJHLQIOXHQFHRQWKHSHUIRUPDQFHRIWKHILUP$VD




RQ WKH FKDUDFWHULVWLFVRI WKH ILUP$VZHH[SHFWHGFRQVXPHURULHQWHG
FRPSDQLHV DUHPRUHZLOOLQJ WR UHFHLYH OHLVXUH WRXULVWV SDUWLFXODUO\ LI

ZDVWDJH LV ORZ LI PDQ\ YLVLWRUV DUH SRWHQWLDO EX\HUV DQG GLUHFW
ILQDQFLDOEHQHILWVFDQEHH[SHFWHG
 7KHKRVWILUPVZHLQWHUYLHZHGIDYRXUSDUWLFXODUVWDNHKROGHUVLQYDULRXV
ZD\VRWKHU VWDNHKROGHUVDUH VLPSO\QRWZHOFRPH WKHSUHIHUUHG
VWDNHKROGHUVJHW WRVHHPRUHRI WKHFRPSDQ\TXDOLW\GLIIHUHQWLDWLRQ
 WKH SUHIHUUHG VWDNHKROGHUV SD\ OHVV SULFH GLIIHUHQWLDWLRQ  WKH
EDUULHUV IRU SUHIHUUHG VWDNHKROGHUV WR HQWHU WKH ILUP DUH ORZHU HJ
QXPEHURIGD\VYLVLWRUVKDYHWRUHJLVWHULQDGYDQFH
 6RPHFRPSDQLHVQRWDOOUHFRJQLVHWKHLPSRUWDQFHRIPXOWLSOLHUVDQG
DPEDVVDGRUV DV WKH\ XQGHUVWDQG WKDW RQH SHUVRQ PD\ IXOILO VHYHUDO
VWDNHKROGHU UROHV DQGPD\ LQIOXHQFH RWKHU VWDNHKROGHUV DVZHOO 7KLV
FDQEHDQDUJXPHQWWRRSHQGRRUVIRUVRPHOHLVXUHYLVLWRUVLW LVQRW
QHFHVVDULO\ DQ DUJXPHQW KRZHYHU WR DFWXDOO\ JLYH SULRULW\ WR OHLVXUH
YLVLWRUV
 7KH LQWHUYLHZV ZLWK UHSUHVHQWDWLYHV RI WKH SULYDWH VHFWRU PDNH FOHDU
WKDW WKH VFDOH RQ ZKLFK FRPSDQLHV RSHUDWH ORFDO UHJLRQDO JOREDO
LQIOXHQFHV WKH SUHIHUHQFHV UHJDUGLQJ WKH YLVLWRUV¶ SODFH RI RULJLQ
&RXQWULHV DQG UHJLRQV LQ ZKLFK D FRPSDQ\ LV DFWLYH DUH SUHIHUUHG
VXSSOLHUVRILQGXVWULDOWRXULVWV

6XEK\SRWKHVLV+ VWDWHV WKDW WKH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH
SHUIRUPDQFH RI D KRVW ILUP GHSHQGV RQ WKH FRPSRVLWLRQ RI WKH YLVLWRU IORZ 7KH
H[SHULHQFHVRIWKHFRPSDQLHVDUHFOHDUO\VXSSRUWLYHIRUWKLVK\SRWKHVLV)RUPDQ\
KRVW ILUPV WKH TXDOLW\ RI WKH YLVLWRU IORZ LV PRUH LPSRUWDQW WKDQ WKH QXPEHU RI
YLVLWRUV7KH FDVH VWXGLHV VKRZ WKDW FRPSDQLHVKDYHGLIIHUHQW SUHIHUHQFHV UHJDUGLQJ





WR YDULDWLRQV LQ WKH DUULYDO RI YLVLWRUV GXULQJ WKH ZHHN EXW DOVR GXULQJ WKH \HDU





YLVLWRU FHQWUH DQ RSWLPDO VSUHDG RI YLVLWRUV LV SUREDEO\ GHVLUDEOH :KHQ RQO\ WKH
ODERXU FRVWV RI D JXLGH KDYH WR EH WDNHQ LQWR DFFRXQW KLJKHU SHDNV DUH PD\EH





RI YLVLWRUV LQ WLPH 5KHLQ(QHUJLH IRU H[DPSOH KDV DSSRLQWHG IRXU HPSOR\HHV DV
JXLGHV WKH\ WDNH FDUH RI FRPSDQ\ WRXUV EHVLGHV PDQ\ RWKHU WDVNV 7KH ORJLFDO
FRQVHTXHQFHLV WKDWZRUNGD\VDUHSUHIHUUHG7KHVDPHDSSOLHVIRU.QDSVDFNDQGWKH
FRPSDQ\ WRXUV RI %D\HU .QDSVDFN GRHV SDUWLFLSDWH LQ RSHQ GRRU GD\V VXFK DV
([SHGLWLRQ &RORQLD RQFH HYHU\ \HDU 7KH UHJLRQDO &KDPEHU RI &RPPHUFH DQG
,QGXVWU\FRQILUPVWKDWPDQ\FRPSDQLHVDUHQRWZLOOLQJWRRSHQWKHLUGRRUVGXULQJWKH
ZHHNHQG7KLV KRZHYHU GRHVQRW DSSO\ WR FRPSDQLHV WKDWPDNHXVHRI SURIHVVLRQDO
JXLGHVVXFKDV+*.%D\.RPPDQG00&7RPDNHDVPDOOSURILW00&DSSOLHVD
PLQLPXP JURXS VL]H RI  ZKLOH D PD[LPXP VL]H RI  LV HPSOR\HG IRU TXDOLW\
UHDVRQV 6XQGD\ LV WKHPRVW FRQYHQLHQW GD\ EHFDXVH QR79 SURGXFWLRQV WDNH SODFH
WDNLQJDZD\WKHQHHGWRDWWXQHWKHVFKHGXOHRIWKHWRXUVWRWKHVFKHGXOHRI79VKRZV
7KHUH DUH FOHDU SHDNV LQ0D\ DQG6HSWHPEHU WZRSRSXODUPRQWKV IRU VFKRRO WULSV
'XULQJVFKRROKROLGD\VLQWKHVHPRQWKVWKHUHDUHPDQ\YLVLWRUVIRUERWKWRXUVDQG79
SURGXFWLRQVWKDWDUHGHOLEHUDWHO\SODQQHGLQWKHVHGD\VHQDEOLQJWKHPWRXVHSXSLOVWR
ILOO WKHLU VWXGLRV%D\HU¶VYLVLWRUFHQWUH LVRSHQDOOGD\VRI WKHZHHNDQGDQRSWLPDO
SODQQLQJRIYLVLWVLVGHVLUHGZKLFKFDQEHLOOXVWUDWHGE\WKHIDFWWKDWJURXSVKDYHWR
UHJLVWHUWZRWRWKUHHPRQWKVLQDGYDQFH




7HUUHGH6HO ILQGV LWVHOI LQD VLPLODUSRVLWLRQ WKH\KDYHDQ LQWHUHVW LQ VSUHDGLQJ WKH
DUULYDO RI YLVLWRUV 5HPDUNDEO\ WKH VFKHGXOHG WRXUV JLYHQ E\ SURIHVVLRQDO IXOOWLPH
JXLGHVDOZD\V WDNHSODFHHYHQ LI WKHUH LVRQO\RQHSDUWLFLSDQW7HUUHGH6HODWWUDFWV
PDQ\EHDFKWRXULVWVRQFORXG\VXPPHUGD\V'XHWRKLJKSHDNVLQWKHVXPPHURQHRI
WKH KLJKOLJKWV D VWRUHKRXVH FDQ HYHQ QRW EH YLVLWHG LQ WKLV ZD\ QRERG\ JHWV

GLVDSSRLQWHG $LUEXV 67; (XURSH DQG WKH SRUW FDQ EH YLVLWHG VHYHQ GD\V D ZHHN




LVVXH SDUWLFLSDWLQJ ILUPV RSHQ WKHLU GRRUVZKHQ WKH SODQWV DUH IORZHULQJ VR LQ WKH
ZLQWHUDOOILUPVDUHFORVHG
,Q5RWWHUGDP LQGLYLGXDO OHLVXUH WRXULVWV KDYH WKH RSSRUWXQLW\ WR HQWHU SRUW
UHODWHG ILUPV GXULQJ WKUHH GD\V RI WKH \HDU WKH :RUOG 3RUW 'D\V LQ 6HSWHPEHU
%HFDXVHRIVHFXULW\UHVWULFWLRQVDQGRWKHUFRQIOLFWVZLWKWKHSURGXFWLRQSURFHVVPDQ\
ILUPV LQ WKHSRUWSUHIHU WR UHFHLYHD UHODWLYHO\KLJKQXPEHURIYLVLWRUVRQRQO\ WKUHH
GD\VLQVWHDGRIDVPDOOQXPEHURIYLVLWRUVDOO\HDUORQJ,QRWKHUZRUGVWKHUHLVKDUGO\
DQ\VSUHDGRIYLVLWRUVLQWLPH7KH5RWWHUGDP3RUW([SHULHQFHKDVWKHFKDUDFWHULVWLFV
RID UHJXODU WRXULVWDWWUDFWLRQDQGFOHDUO\ IDYRXUV OHVVYDULDWLRQ LQYLVLWRU IORZV7KH
(GXFDWLRQDO ,QIRUPDWLRQ &HQWUHZRUNVZLWK JXLGHG WRXUV IRU ZKLFK JURXSV KDYH WR
UHJLVWHULQDGYDQFH$OORWKHUILUPVZHDQDO\VHGLQ5RWWHUGDPZRUNZLWKJXLGHGWRXUV
RQZRUNGD\VRQO\IRUZKLFKYLVLWRUVKDYHWRPDNHDQDSSRLQWPHQWDWOHDVWRQHGD\




DGYDQFH DQGPRVW JXLGHV DUH SDUWWLPHUV VWXGHQWV RU JUDGXDWHV WKLV LV DPDWWHU RI
SODQQLQJ7KHSUHVVXUHRQWKHYLVLWRUFDUU\LQJFDSDFLW\LVJHQHUDOO\KLJKHUGXULQJWKH
VSULQJ DQG WKH DXWXPQ*XIUDPDQG$XURUD UHFHLYH JXHVWV IURP0RQGD\ WR)ULGD\
%HFDXVHERWKILUPVDWWUDFWUHODWLYHO\IHZDQGPRVWO\WHFKQLFDOYLVLWRUVWKHVSUHDGRI
YLVLWRUVGXULQJWKHZHHNLVQRWDNH\LVVXHLQWKHLUYLVLWRUPDQDJHPHQW
+HQFHZKDW FDQZH VD\ LQJHQHUDO DERXW WKHSUHIHUHQFHVRIKRVW ILUPVZLWK
UHJDUGWRWKHVSUHDGRIYLVLWRUVLQWLPH"

 &RPSDQLHVZLWK D UHDFWLYH DSSURDFK WR LQGXVWULDO WRXULVP WHQG WR EH






WKHVHZRUNLQJKRXUVFDQEH VHHQDV VWHSFRVWV WKDWQHHG WREHHDUQHG
EDFN FRPSDUDEOH ZLWK WKH FRVWV IRU H[WHUQDO JXLGHV LW LV QRW YHU\
FRPPRQIRUWKLVW\SHRIFRPSDQLHVWRDSSO\DPLQLPXPJURXSVL]H
7KH\DUH LQWHUHVWHG LQRSHQGRRUHYHQWV WKDW FRPELQH UHODWLYHO\ ODUJH
YLVLWRUQXPEHUVRQDIHZGD\VZLWKOLPLWHGFRVWV
 2WKHUFRPSDQLHVZHDQDO\VHGSUHIHUWRUHFHLYHPRUHYLVLWRUVWKDQWKH\
FDQKDQGOH WKHPVHOYHV WKH\SUHIHUKLJKYLVLWRUQXPEHUVDV LQGLFDWHG
LQ WKH SUHYLRXV VXEVHFWLRQ DQG KLUH JXLGHV PRVWO\ RQ D SDUWWLPH
EDVLV$VZH GLVFXVVHG LQ RXU WKHRUHWLFDO FKDSWHUV WKHVH JXLGHV LQFXU
VWHS FRVWV 7RPLQLPLVH WKHVH FRVWV PRVW RI WKH ILUPV DVN SHRSOH WR
ERRN WRXUV D SULRUL HQDEOLQJ WKHP WR PDNH RSWLPXP XVH RI WKH
DYDLODEOHFDSDFLW\XVLQJPLQLPXPDQGPD[LPXPJURXSVL]HV
 )LUPVWKDWXVHSURIHVVLRQDOJXLGHVPD\DOVRGHFLGHWRRSHQWKHLUILUP
GXULQJ WKH ZHHNHQG ZKHQ WKH VLWH LV QRW RSHUDWLRQDO RU µOHVV
RSHUDWLRQDO¶ %RWK $LUEXV DQG 00& LQGLFDWH WKDW WKH UHFHSWLRQ RI
YLVLWRUV GXULQJ WKH ZHHNHQG LV WR EH SUHIHUUHG LQ YLHZ RI SRWHQWLDO
FRQIOLFWVZLWKWKHSULPDU\SURFHVVHVGXULQJWKHZHHN
 6RPH ILUPV %D\HU &RLQWUHDX 7HUUH GH 6HO DFWXDOO\ LQYHVW LQ
LQGXVWULDO WRXULVP E\ GHYHORSLQJ D YLVLWRU FHQWUH ± RI ZKLFK WKH







WKH IRXU XUEDQ UHJLRQV GHPRQVWUDWHV WKH UHOHYDQFH RI WKLV IDFWRU IRU FRPSDQLHV WKDW
LQYHVWLQLQGXVWULDOWRXULVP$VWKHQXPEHURIYLVLWRUVJURZVWKHVSUHDGRIYLVLWRUVLQ
WLPHJUDGXDOO\EHFRPHVDQ LVVXH ,ID ILUPKDV WRKLUHSURIHVVLRQDOJXLGHV LWKDVDQ
LQWHUHVW LQYLVLWRU IORZPDQDJHPHQW WKH FKDOOHQJHEHLQJ WRXVH FDSDFLW\ WR WKH IXOO
:LWKPRUH SHUPDQHQW LQYHVWPHQWV LQ LQGXVWULDO WRXULVP LQVWHDG RI KLULQJ SDUWWLPH






   7KH  I L W EH WZHHQ  FRPSDQ\  WRXUV DQG  WKH  LQ W HQGHG 
FRUSRUD WH  LPDJH 
7KHVHFRQGFRQGLWLRQ WKDWGHWHUPLQHV WKH LQYROYHPHQWRI LQGLYLGXDO ILUPV LQ
LQGXVWULDOWRXULVPLVWKHILWEHWZHHQFRPSDQ\WRXUVDQGWKHLQWHQGHGFRUSRUDWHLPDJH










)RU DOO ILYH FRPSDQLHV ZH DQDO\VHG LQ WKH&RORJQH UHJLRQ FRPSDQ\ WRXUV
PDWFKZLWKWKHLPDJHWKH\ZDQWWRGLVSOD\,QGXVWULDOWRXULVPLVIRUVHYHUDOILUPVDQ
HIIHFWLYHWKRXJKVXEWOHLQVWUXPHQWWRLQIOXHQFHSHUFHSWLRQV5KHLQ(QHUJLHYLHZVWRXUV
± RUJDQLVHG E\ WKH FRUSRUDWLRQ FRPPXQLFDWLRQV GHSDUWPHQW ± DV DGHTXDWH WRROV IRU
FXVWRPHU UHWHQWLRQ LQIRUPLQJ FULWLFDO FLWL]HQV DERXW HQHUJ\ SULFHV DQG FRUSRUDWH
FLWL]HQVKLSLQDOLEHUDOLVHGHQHUJ\PDUNHW*RRGFLWL]HQVKLSLVDOVRDQLPSRUWDQWGULYHU
IRU %D\HU +*. DQG .QDSVDFN )RU %D\HU WKH YLVLWRU FHQWUH LV RQH RI WKH IHZ
SRVVLELOLWLHV WR HQULFK WKH FRUSRUDWH LPDJH µPRUH WKDQ$VSLULQ¶ µQRW RQO\ FKHPLFDO
LQGXVWU\¶ LQ YLHZ RI WKH UHVWULFWLRQV WKDW DSSO\ WR DGYHUWLVLQJ LQ WKLV LQGXVWU\
([KLELWLRQV DUH XVHG WR FODULI\ WKH OLQN EHWZHHQ %D\HU¶V SURGXFWV DQG HYHU\GD\
SURGXFWVUHDOIDFWRU\WRXUVDUHFRQVLGHUHGOHVVHIIHFWLYHDOVREHFDXVHPRVWSURGXFWLRQ
SURFHVVHVWDNHSODFHLQVKXWV\VWHPVKDUGO\YLVLEOHIRUREVHUYHUV9LVLWVWR%D\.RPP
DUH DUUDQJHG E\ &XUUHQWD D VSLQRII RI %D\HU WKDW WDNHV FDU RI WKH ILUP¶V SXEOLF
UHODWLRQV00&GLVWLQJXLVKHVLWVHOIIURPWKHIRXURWKHUILUPVEHFDXVHLWGRHVQRWVHH





WKH\ ERWK UHSUHVHQW VPDOO ILUPV RU HYHQ VLQJOH HQWUHSUHQHXUV 7KHLU H[SHFWDWLRQV
WRZDUGVLQGXVWULDOWRXULVPDUHKRZHYHUYHU\GLIIHUHQW:KLOH7HUUHGH6HOXVHVWRXUV
DVDQDGGLWLRQDOVRXUFHRILQFRPHDQGGLVWULEXWLRQFKDQQHOIRUSURGXFWVZLWKDEHWWHU
LPDJH DV E\SURGXFW 7HUUH GHV 6FLHQFHV ORRNV DW LQGXVWULDO WRXULVP DV D WRRO WR
UHOHDVH WKHJURZLQJSUHVVXUHRQ WKH OLFHQVH WRRSHUDWH LQYLHZRI WKHSXEOLFRSLQLRQ
DJDLQVW JHQHWLFDOO\ PRGLILHG SODQWV &RUSRUDWH FLWL]HQVKLS LV DOVR PHQWLRQHG E\
&RLQWUHDXZKLFK H[SOLFLWO\ SD\V DWWHQWLRQ WR µUHVSRQVLEOH GULQNLQJ¶ ZLWK DQ DOFRKRO
FKHFNDWWKHHQGRIWKHWRXU,QGXVWULDOWRXULVP±RUJDQLVHGE\DVHSDUDWHEXVLQHVVXQLW
EHORQJLQJWRWKHPDUNHWLQJDQGFRPPXQLFDWLRQGLYLVLRQ±LVVHHQDVDQDOWHUQDWLYHIRU
DGYHUWLVLQJ EHFDXVH UHVWULFWLRQV DOVR DSSO\ WR SURGXFHUV RI DOFRKROLF EHYHUDJHV
FRPSDUDEOHZLWK%D\HU+RZHYHUZLWKRQO\SHUFHQWRI WKHSURPRWLRQDOEXGJHW




WDNH DZD\ SHRSOH¶V IHDU RI IO\LQJ WR WKH DGYDQWDJH RI WKH DLUOLQHV WKDW EX\ $LUEXV
SODQHV7KHSRUWLVDFWLYHLQLQGXVWULDOWRXULVPEHFDXVHWRXUVFDQLQIRUPSHRSOHDERXW




=HHYLV WRXUVDUHSDUWLFXODUO\KHOSIXO WRGHPRQVWUDWH WKHLUFDUHIRUTXDOLW\QRWDEO\ WR
SRWHQWLDO FXVWRPHUV 2WKHU ILUPV VXFK DV 9HUVWHJHQ DQG %URHNPDQ $XWRPRWLYH
H[SHFWVLJQLILFDQWFRQWULEXWLRQVRILQGXVWULDOWRXULVPWRWKHLULPDJHDVHPSOR\HU)RU
WKH SRUW DXWKRULW\ FRPSDQ\ WRXUV ILW LQ WKH VWUDWHJ\ WR FRPPXQLFDWH WKH SRUW¶V
FRQWULEXWLRQWRWKHHFRQRP\WKHFDUHIRUVDIHW\DQGWKHHQYLURQPHQWDQGWKHDWWUDFWLYH
ZRUNLQJHQYLURQPHQW7KLVVWUDWHJ\LVUHIOHFWHGLQWKHWKHPHVRIWKH:RUOG3RUW'D\V
µZRUNLQJ RQ DZRUOGFODVV SRUW¶  µJUHHQ OLJKW IRU WKH SRUW¶  DQG µQHZ
HQHUJ\¶  7KH +DSS\ 6KULPS )DUP VDZ LQGXVWULDO WRXULVP DV D WRRO WR
GHPRQVWUDWH LWV LQQRYDWLYH UHVSRQVH WR FOLPDWH FKDQJH KHOSLQJ WKH FRPSDQ\ WRZLQ





,QWHUQDWLRQDOH IRU ZKLFK D ODFN RI LQGXVWULDO WRXULVP SRWHQWLDO VHH QH[W VHFWLRQ
SUREDEO\H[SODLQVZK\FRPSDQ\WRXUVDUHOHVVDGHTXDWHIRULPDJHPDQDJHPHQW
$VPDQ\RWKHUFDUSURGXFHUV)LDW 7XULQ FRQVLGHUV LQGXVWULDO WRXULVPDVDQ
DGHTXDWH SXEOLF UHODWLRQV WRRO QRW RQO\ WR SURPRWH WKH EUDQGV )LDW $OID 5RPHR
/DQFLD 0DVHUDWL )HUUDUL EXW DOVR WR LPSURYH WKH LPDJH DV HPSOR\HU 7KH 35
GHSDUWPHQWXVHVWKHWRXUVWRVKRZWKDWIDFWRULHVDUHQRWWKHJUD\GDUNDQGVDGSODFHV
SHRSOHPD\ KDYH LQPLQG$ VLPLODU VWUDWHJ\ FDQ EH REVHUYHG DW$XURUD FRPSDQ\
YLVLWV DUH XVHG WR FUHDWH D SRVLWLYH IHHOLQJ DURXQG WKH FRPSDQ\ DQG LWV SURGXFWV
)XUWKHUPRUHWKHILUPDUJXHVWKDWWKHDVVRFLDWLRQZLWK,WDO\±VWUHQJWKHQHGE\FRPSDQ\
WRXUV ± DGGV D SUHPLXP WR WKH EUDQG *XIUDP SDUWLFLSDWHV LQ 0DGH LQ 7RULQR WR
LPSURYHWKHYLVLELOLW\RIWKHEUDQGDQGWRVWUHQJWKHQUHODWLRQVZLWKORFDOVWDNHKROGHUV
HJWKHPXQLFLSDOLW\,QGXVWULDOWRXULVPLVQRWVHHQKRZHYHUDVWKHPRVWHIIHFWLYH
WRRO WR LPSURYH LWV FRUSRUDWH LPDJHDQG WRSURPRWH LWVEUDQGVH[KLELWLRQVDQG IDLUV
DUHPRUHHIIHFWLYH
([SHULHQFHVIURPFRPSDQLHVLQWKHIRXUVHOHFWHGXUEDQUHJLRQVEULQJXVWRWKH
IROORZLQJJHQHUDO FRQFOXVLRQV FRQFHUQLQJ WKH ILW EHWZHHQ LQGXVWULDO WRXULVPDQG WKH
LQWHQGHGFRUSRUDWHLPDJH

 1HDUO\ DOO FRPSDQLHV ZH DQDO\VHG H[SHFW FRPSDQ\ YLVLWV WR EH
EHQHILFLDOIRUWKHLULPDJHDVSURGXFHUHPSOR\HUDQGFLWL]HQDQGWKHLU
SURGXFWVDQGEUDQGV7KH\DJUHHWKDWWRXUVFDQEHXVHGWRGHPRQVWUDWH
FDUH IRU TXDOLW\ LQWHUQDO DQG H[WHUQDO VDIHW\ DQG WKH HQYLURQPHQW




 6RPH KRVW ILUPV H[SOLFLWO\ XVH LQGXVWULDO WRXULVP WR HPSKDVL]H WKHLU
HPEHGGHGQHVV LQ WKH UHJLRQ 7KLV DSSOLHV WR ERWK SRUWV 5RWWHUGDP
1DQWHV6W 1D]DLUH EXW DOVR WR $XURUD DQG *XIUDP 7XULQ DQG
5KHLQ(QHUJLH&RORJQH6HYHUDORWKHUILUPVKRZHYHUVHHPWRDWWDFK
OHVV YDOXH WR WKH DVVRFLDWLRQ RI WKHLU FRPSDQ\ ZLWK WKH UHJLRQ
2EYLRXVO\QRWDOOFRPSDQLHVDUHHTXDOO\LQWHUHVWHGLQFREUDQGLQJ





 ,QGXVWULDO WRXULVPDSSHDUV WR EHSDUWLFXODUO\ LQWHUHVWLQJ DVPDUNHWLQJ
DQG SXEOLF UHODWLRQV WRRO IRU FRPSDQLHV WKDW  JHW RIWHQ FULWLFLVHG
%D\HU 5KHLQ(QHUJLH 7HUUH GHV 6FLHQFHV )LDW WKH SRUWV ZKLFK




WKDW WKH FRQWULEXWLRQRI LQGXVWULDO WRXULVP WR WKH LPDJHRI D ILUPGHSHQGVRQ WKH ILW
EHWZHHQFRPSDQ\WRXUVDQGWKHLQWHQGHGLPDJHIRUWKHILUP&RPSDQLHVH[SHFWWRXUV
WRLPSURYHWKHLULPDJHWRZDUGVYDULRXVVWDNHKROGHUJURXSV(YHQLIILUPVRSHQWKHLU
GRRUV SULPDULO\ WR HDUQ VRPH H[WUDPRQH\ WKH DUULYDO RI WRXULVWV VKRXOG QRW FDXVH
KDUPWRDILUP¶VUHSXWDWLRQ
   'H WHUPLQDQW V  R I  LQGXV WU LD O  W RXU L VPSR WHQ W LD O 
,Q WKH WZRSUHYLRXV VHFWLRQVZH DQDO\VHG WKH SUHIHUHQFHV RI ILUPV UHJDUGLQJ
WKHFRPSRVLWLRQRIWKHYLVLWRUIORZDQGWKHXVHIXOQHVVRILQGXVWULDOWRXULVPDVWRROIRU
LPDJH PDQDJHPHQW :H IRXQG WKDW PRVW FRPSDQLHV LQ WKH IRXU XUEDQ UHJLRQV DUH
LQWHUHVWHGLQUHFHLYLQJSDUWLFXODUYLVLWRUJURXSV:KHWKHULWDFWXDOO\PDNHVVHQVHWR
RSHQGRRUVIRUWKHVHJURXSVDOVRGHSHQGVRQWKHGHPDQGFRQGLWLRQVGRHVWKHVXSSO\
PHHW WKHQHHGVDQGSUHIHUHQFHVRI WKH WDUJHWHGDXGLHQFH":HK\SRWKHVLVHG WKDW WKLV
µLQGXVWULDO WRXULVP SRWHQWLDO¶ GHSHQGV RQ WKH FRPELQDWLRQ RI IRXU IDFWRUV WKH
DWWUDFWLYHQHVVRIWKHILUPWKHVXSSO\RILQGXVWULDOWRXULVPWKHTXDOLW\RIWKHORFDWLRQ
DQGYLVLWRUIDFLOLWLHVDQGWKHSURPRWLRQRILQGXVWULDOWRXULVP
$VZHGLVFXVVHG LQ WKH UHVHDUFK IUDPHZRUN WKH UHOHYDQFHRI WKH IRXU IDFWRUV
FDQEHDVVHVVHGLQDWOHDVWWKUHHZD\VE\UHYLHZLQJWKHLULPSDFWRQWKHDELOLW\WR
DWWUDFWYLVLWRUVE\JDLQLQJLQVLJKWLQWKHPRWLYHVRIFRPSDQLHVWRDOORZSDUWLFXODU
YLVLWRU JURXSV WR HQWHU WKHLU SUHPLVHV DQG  E\ LGHQWLI\LQJ LQYHVWPHQWV LQ WKHVH
FRQGLWLRQV2QHLQGLFDWRUIRUWKHDELOLW\WRDWWUDFWYLVLWRUVLVWKHDFWXDOYLVLWRUQXPEHU
$OWKRXJK WKH YLVLWRUV QXPEHUV PHQWLRQHG LQ  DUH QRW HDVLO\ FRPSDUDEOH ±





 &RPSDQLHVZLWKDUHODWLYHO\KLJKDELOLW\ WRDWWUDFWYLVLWRUV PRUH WKDQ
 %D\HU WKH 3RUW RI 5RWWHUGDP 7HUUH GH 6HO 67; (XURSH
$LUEXV)LDWDQG&RLQWUHDX
 &RPSDQLHV ZLWK D PRGHUDWH DELOLW\ WR DWWUDFW YLVLWRUV PRUH WKDQ
 +*. 00& $XWRQRPRXV 3RUW RI 1DQWHV6W 1D]DLUH
5KHLQ(QHUJLHDQGWKH+DSS\6KULPS)DUP
 &RPSDQLHV ZLWK D UHODWLYHO\ ORZ DELOLW\ WR DWWUDFW YLVLWRUV OHVV WKDQ












KLJKWHFK SURGXFWLRQ SURFHVV DQG WKH IDFW WKDW PDQ\ SURGXFWV DUH QRW FRQVXPHU
SURGXFWV 7KUHH ILUPV DUH LQ WKH VHFRQG FDWHJRU\ 00& +*. DQG 5KHLQ(QHUJLH
00& LWVHOI PD\ EH OHVV DWWUDFWLYH LW LV QRW D JOREDO EUDQG EXW LWV SURGXFWV 79
VKRZV DQG ILOPV DSSHDO WRPDQ\ FRQVXPHUV GLUHFWO\ZLWK DQ LQWHUHVWLQJ DQG KLJK
WHFKSURGXFWLRQSURFHVV,Q WKHFDVHRI+*.QRW WKHFRPSDQ\EXW LWVSURGXFWVQHZ
SRUWLQ*RGRUIDQGQHZFLW\DUHDLQ5KHLQDXKDIHQDWWUDFWYLVLWRUV2QHRIWKHIDFWRUV





LQGXVWULDO WRXULVWV 6RPH FRPSDQLHV DW .QDSVDFN DUH ZHOO NQRZQ HJ %D\HU EXW
PRVW RI WKHP GR QRW SURGXFH FRQVXPHU JRRGV 7KH EXVLQHVV SDUN KDV LGHQWLILHG
µHQHUJ\¶ DV VWUHQJWKZLWK D JDV DQG VWHDP SODQW WKDW SURGXFHV HQHUJ\ RXW RIZDVWH
6WDWNUDIWZLWKLQLWVERUGHUV
&RQGLWLRQVIRUKRVWILUPV
)RXU RI WKH VL[ ILUPVZH DQDO\VHG LQ3D\V GH OD/RLUH FDQ EH GHVFULEHG DV




RI WKH IHZ SODFHV LQ WKH ZRUOG ZKHUH WKH VKLSV DUH EXLOW 2WKHU VWUHQJWKV IRU ERWK
$LUEXV DQG 67; (XURSH DUH D KLJKWHFK SURGXFWLRQ SURFHVV DQG WKH ODUJH VL]H RI
FRPSRQHQWV YLVLELOLW\ RI WKH SURGXFWLRQ SURFHVV ,Q WKH FDVH RI$LUEXV RQO\ VLWHV
ZKHUH WKH ILQDO DVVHPEO\ WDNHV SODFH HJ 7RXORXVH DQG +DPEXUJ DUH PRUH
DWWUDFWLYH &RLQWUHDX LV D ZHOO NQRZQ FRQVXPHU EUDQG LQ PDQ\ FRXQWULHV WKH
SURGXFWLRQSURFHVVLVDFRPELQDWLRQRIKLJKWHFKERWWOLQJDQGORZWHFKGLVWLOOHU\




LV VRPHZKDW OHVV IDYRXUDEOH ZLWK D PRGHUDWH YLVLWRU QXPEHU &RPSDUHG WR IRU
LQVWDQFH5RWWHUGDPWKHDWWUDFWLYHQHVVRI WKHSRUW IRU LQWHUQDWLRQDOYLVLWRUV LV OLPLWHG
EHLQJWKHIRXUWKSRUWRI)UDQFH7KHFRPSDQLHVDIILOLDWHGZLWK7HUUHVGH6FLHQFHVDUH
DOO VPDOO DQG XQNQRZQ DQG WKH SURGXFWLRQ SURFHVV LV FOHDUO\ OHVV DSSHDOLQJ 7KH
QXPEHURIYLVLWRUVLVORZ
,QRXUVPDOOVDPSOHWKH3RUWRI5RWWHUGDPLVE\IDUWKHPRVWDWWUDFWLYHILUPRI




ZD\ WKH FRPSDQ\ LVPDQDJHG7KHRQO\GLVDGYDQWDJH LV WKDWPDQ\SURGXFWV GRQRW
DSSHDOWRFRQVXPHUVGLUHFWO\6PLW,QWHUQDWLRQDOHPD\QRWEHDVIDPRXVDVWKHSRUWEXW
PDQ\SHRSOH NQRZ WKH FRPSDQ\EHFDXVH RI WKH VDOYDJH RI WKH.XUVN7KH SULPDU\




KDYH LQ FRPPRQ WKDW WKH\ DUH DOO DFWLYH LQ WKH IRRG LQGXVWU\ FRQVXPHUV PD\ QRW
DOZD\V EH LQWHUHVWHG LQ JHWWLQJ WR NQRZ KRZ IRRG LV SURGXFHG 7KH GHJUHH RI
DXWRPDWLVDWLRQ KLJKWHFK PLJKW EH D GLVDGYDQWDJH UDWKHU WKDQ DQ DVVHW JLYLQJ

6FKPLGW =HHYLV DQG WKH +DSS\ 6KULPS )DUP D PRUH IDYRXUDEOH SRVLWLRQ WKDQ
9HUVWHJHQ ,Q WKH WKUHH ILUPVSURGXFWLRQSURFHVVHVDUH LQWHUHVWLQJ± IURPD TXDOLW\
PDQDJHPHQWSRLQWRIYLHZ±EXWQRWQHFHVVDULO\DSSHDOLQJ
&DUSURGXFHU)LDW7XULQLVDZHOONQRZQFRPSDQ\ZLWKIDPRXVEUDQGV&DUV
DUH DWWUDFWLYH DQG OX[XULRXV FRQVXPHU SURGXFWV DQG WKH RXWSXWV RI KLJKWHFK
SURGXFWLRQ SURFHVVHV )XUWKHUPRUH )LDW LV µW\SLFDO IRU WKH UHJLRQ¶ $OO WKHVH
FLUFXPVWDQFHVDGGWR WKHILUP¶V LQGXVWULDO WRXULVPSRWHQWLDOZKLFK LVUHIOHFWHG LQ WKH
YLVLWRUQXPEHU7KHDELOLW\RI*XIUDPDQG$XURUDWRDWWUDFWYLVLWRUVLVORZHUEHFDXVH
WKHLU EUDQGV DUH NQRZQDPRQJ VSHFLILF JURXSVRQO\$XURUD KDV WKH DGYDQWDJHRI D
OX[XULRXV FRQVXPHU SURGXFW SHQV :KLOH *XIUDP¶V GHVLJQ REMHFWV DUH LQWHUHVWLQJ
SURGXFWV ZLWK DQ DWWUDFWLYH WKRXJK ORZWHFK SURGXFWLRQ SURFHVV WKH DUPFKDLUV IRU
WKHDWUHVDQGRWKHUYHQXHVDUHQRWWKHPRVWDWWUDFWLYHSURGXFWWRVKRZ
7KH REVHUYDWLRQV LQ WKH IRXU XUEDQ UHJLRQV OHDG XV WR WKH IROORZLQJ





ILUPV RZH WKHLU DSSHDO WR YDULRXV DVVHWV WKH SURGXFWLRQ SURFHVV WKH
EUDQGVWKHSURGXFWVHWF
 &RPSDQLHVWKDWSURGXFHJRRGVWKDWGLUHFWO\DSSHDOWRFRQVXPHUVKDYH
DQ DGYDQWDJH RYHU ILUPV WKDW SURGXFH RU KDQGOH JRRGV ZLWKRXW WKLV
DSSHDO7KLVDGYDQWDJHDSSOLHV WRSURGXFWV WKDWDUHVROG WRFRQVXPHUV




FRQVXPHUV VHHPV WR GHSHQG RQ WKH UHFRJQLVDELOLW\ RI WKHLU LQSXWV LQ
FRQVXPHU SURGXFWV &RPSDQ\ WRXUV FDQ EH XVHG WR FODULI\ WKH OLQN
EHWZHHQ LQSXWVDQGFRQVXPHUSURGXFWVEXWVRPHILUPVDUH LQDPRUH
IDYRXUDEOHVWDUWLQJSRVLWLRQWKDQRWKHUV
 ,QQRYDWLYH KLJKWHFK SURGXFWLRQ DQG PDQDJHPHQW SURFHVVHV DUH
LPSRUWDQW DVVHWV WR DWWUDFW WHFKQLFDO YLVLWRUV )RU OHLVXUHRULHQWHG
YLVLWRUV D KLJK GHJUHH RI LQQRYDWLRQ LV QRW DOZD\V D VRXUFH RI
&RQGLWLRQVIRUKRVWILUPV
DWWUDFWLYHQHVV SDUWLFXODUO\ QRW LQ WKH IRRG LQGXVWU\ 7UDGLWLRQDO
SURGXFWLRQSURFHVVHVDUHRIWHQPRUHYLVLEOHDQGWDQJLEOH
 3DUWLFXODUO\YLVLWRUVZLWKDOHLVXUHPRWLYHDUHDWWUDFWHGE\EUDQGV2XU
ILQGLQJVVXSSRUW WKH LGHDWKDWILUPVDUHPRUHDWWUDFWLYHLI WKHLUEUDQGV
DUH NQRZQ DPRQJ D ODUJH DXGLHQFH HJ )LDW 3RUW RI5RWWHUGDPDQG
%D\HU6RPHEUDQGVRIWKHFRPSDQLHVZHDQDO\VHGDUHRQO\NQRZQLQ




SRWHQWLDO WR DWWUDFW LQGXVWULDO WRXULVWV VWURQJO\ GHSHQGV RQ WKH DWWUDFWLYHQHVV RI WKH
ILUP7RSXWLWVLPSOHDWWUDFWLYHILUPVDUHPRUHSRSXODUDPRQJLQGXVWULDOWRXULVWVWKDQ








VXSSO\ RI LQGXVWULDO WRXULVP QRW RQO\ LQ TXDQWLWDWLYH WHUPV HJ WKH QXPEHU RI
FRPSDQ\ WRXUV DQG RSHQLQJ KRXUV EXW DOVR LQ TXDOLWDWLYH WHUPV HJ WKH TXDOLW\ RI
JXLGHV:KDWDUHWKHPDLQILQGLQJVLQWKHIRXUXUEDQUHJLRQVORRNLQJDWWKHVXSSO\RI
FRPSDQ\WRXUV"
)RXURI WKH ILYH ILUPV LQ WKH&RORJQH UHJLRQVXSSO\D VXEVWDQWLDOQXPEHURI
FRPSDQ\WRXUV%D\HU5KHLQ(QHUJLH+*.DQG00&RIIHUVXIILFLHQWSRVVLELOLWLHVWR
YLVLW WKHLU VLWHV ,Q WKH FDVH RI %D\HU WKH TXDOLW\ RI FRPSDQ\ WRXUV LV QRW RSWLPDO
KRZHYHU0RVW YLVLWRUV RI%D\HU KDYH WR EH VDWLVILHGZLWK D YLVLW WR WKH%D\.RPP




 7KLV GRHV QRW PHDQ WKDW FRPSDQLHV FDQQRW LPSURYH WKHLU DWWUDFWLYHQHVV &RPSDQLHV FDQ LQGHHG
EHFRPHPRUHDWWUDFWLYHEXWLQWKDWFDVHRWKHULQWHUHVWVWKDQLQGXVWULDOWRXULVPPRWLYDWHVXFKGHFLVLRQV

LQVWDQFH SHRSOH JHW WR VHH DOO DVSHFWV RI D 79 SURGXFWLRQ 7KH JXLGHV DUH RIWHQ
IHPDOHVWXGHQWVZKRDOVRZRUNDVKRVWHVVHVGXULQJ WKH79VKRZVJRRGORRNVDQG
FRPPXQLFDWLRQ VNLOOV DUH WKHLU PDLQ VWUHQJKWV +*. ZRUNV ZLWK DQ H[WHUQDO
SURIHVVLRQDO JXLGH DQG KDV LQFOXGHG DQ HOHYDWRU ULGH LQ RQH RI WKH FUDQH KRXVHV WR
PDNH WKH WRXU PRUH DWWUDFWLYH .QDSVDFN ± ZKHUH HPSOR\HHV DUH UHVSRQVLEOH IRU
VKRZLQJSHRSOHDURXQG±KDVWKHDPELWLRQWRLPSURYHWKHVXSSO\DOVRTXDOLWDWLYHO\
6WXGHQWVIURPQHDUE\XQLYHUVLWLHVKDYHEHHQDVNHGWRFRPHXSZLWKLGHDVWRPDNHWKH
WRXUVPRUHDWWUDFWLYH UHVXOWLQJ LQ WKHVXJJHVWLRQ WRGHYHORSD WKHPDWLFZDONDQGDQ
HOHYDWHGZDONZD\
,Q3D\V GH OD /RLUH&RLQWUHDX LV DQ H[DPSOH RI D ILUPZLWK D KLJKTXDOLW\
VXSSO\RI LQGXVWULDO WRXULVP WKDWPHHWV WKHGHPDQG7KHFRPSDQ\KDV LQYHVWHG LQD
PXVHXPZLWKH[KLELWLRQV*XLGHVVWXGHQWVDUHWUDLQHGDQGUHSODFHGQRZDQGWKHQWR




WKH\ DUH NLQGO\ UHTXHVWHG WR ILOO LQ HYDOXDWLRQ IRUPV$Q HOHYDWHGZDONZD\ HQDEOHV





ILUPV 7HUUH GH 6HO RIIHUV D EURDG UDQJH RI WRXUV IRU YDULRXV WDUJHW JURXSV XQGHU
SURIHVVLRQDO JXLGDQFH 7KH VKRS VKRXOG EH VHHQ KHUH DV SDUW RI WKH H[SHULHQFH ± LW
DWWUDFWVYLVLWRUV±DQGQRW DVYLVLWRU IDFLOLW\ DV LQ WKHFDVHRI&RLQWUHDX$LUEXVKDV
LPSURYHGLWVDSSHDOWRYLVLWRUVE\FUHDWLQJDVPDOOPXVHXPZLWKPRGHORIDLUSODQHV
7KHILUPFRRSHUDWHVZLWK(VFDO¶$WODQWLFWRVHFXUHDQDWWUDFWLYHDQGVXIILFLHQWVXSSO\









VRPH DUJXH WKDW VDIHW\ DQG K\JLHQH VWDQGDUGV DFW DV EDUULHUV IRU LQGXVWULDO WRXULVP
UHDVRQV WRNHHSGRRUVFORVHGRWKHUV 6FKPLGW=HHYLVDQG9HUVWHJHQ LQGLFDWH WKDW
K\JLHQHSURFHGXUHV DUHSDUWRI WKHH[SHULHQFH8QWLO LW KDG WR VWRS LWV DFWLYLWLHV WKH
+DSS\ 6KULPS )DUP ZDV RQH RI WKH PRVW DFWLYH ILUPV LQ WKH GHYHORSPHQW RI DQ
LQGXVWULDO WRXULVP VXSSO\ WKH ILUP LQWURGXFHG WRXUV FRPELQHG ZLWK ZRUNVKRSV DQG
OXQFKHVRUGLQQHUV0RVWRIWKH5RWWHUGDPEDVHGFRPSDQLHVZHLQWHUYLHZHGDVNWKHLU
HPSOR\HHV WR WDNH FDUH RI JXLGHG WRXUV 7KH\ SUHIHU WR XVH WKHLU RZQ VWDII ± RU




WR LPSURYH WKHLU VXSSO\RI LQGXVWULDO WRXULVP)LDWZRUNVZLWKSURIHVVLRQDOO\ WUDLQHG
JXLGHVZKRVSHDNPDQ\ODQJXDJHVPRVWO\VWXGHQWVRUJUDGXDWHVZKRDUHUHODWLYHVRI
HPSOR\HHV LQ YLHZ RI FRQILGHQWLDOLW\ 7KH FRPSDQ\ RIIHUV FRPELQHG YLVLWV WR WKH
QHDUE\0RWRU9LOODJHVHHSUHYLRXVFKDSWHU6RPHGLVDGYDQWDJHVFDQQRWEHUHPRYHG
QRW DOOSURFHVVHVFDQEHREVHUYHG WKHGHVLJQGHSDUWPHQWDQG WKH VDIHW\GHSDUWPHQW
DUHRQO\DFFHVVLEOHIRUVSHFLILFSURIHVVLRQDOVDQGDOVRKHUHLWLVQRWDOORZHGWRWDNH
SLFWXUHV $XURUD RIIHUV WKUHH WRXU SDFNDJHV EDVLF DGYDQFHG DQG OX[XULRXV 7KH
FRPSDQ\ KDV LQYHVWHG LQ DUW REMHFWV DQG D SKRWR JDOOHU\ WR XSJUDGH WKHZRUN IORRU
ZKLFK DOVR PDNHV WRXUV PRUH DWWUDFWLYH 9LVLWRUV JHW WR VHH DOO DVSHFWV RI WKH
SURGXFWLRQ SURFHVV *XIUDP FRRSHUDWHV ZLWK 0DGH LQ 7RULQR WR PDNH WRXUV PRUH
DWWUDFWLYH VHH QH[W FKDSWHU 7KH FRPSDQ\ RIWHQ VKRZV LW FRPPLWPHQW WR WKH





 $PDMRULW\RI WKHFRPSDQLHVZHDQDO\VHGDUHZLOOLQJ WR LQYHVW LQ WKH
VXSSO\ RI LQGXVWULDO WRXULVP 7KH LQYHVWPHQWV DUH LQ PRVW FDVHV
KRZHYHUUHODWLYHO\VPDOO0RVWILUPVRQO\LQYHVWLQH[WHUQDORULQWHUQDO






 ,QYHVWPHQWV LQ WKH DWWUDFWLYHQHVV RI WKH LQGXVWULDO WRXULVP VXSSO\ FDQ
VRPHWLPHVEHOHJLWLPLVHGLIWKH\DOVREHQHILWWKHHPSOR\HHVLQWKHFDVH
RI &RLQWUHDX DQG $XURUD WKH LQYHVWPHQWV LQ WKH FRPSDQ\ WRXU KDYH
XSJUDGHGWKHZRUNSODFH
 7KH GHYHORSPHQW RI YLVLWRU FHQWUHV HQKDQFHV WKH LQGXVWULDO WRXULVP




ZRUNHUV2XU H[SHULHQFH LV WKDW SURIHVVLRQDO WUDLQHG JXLGHV DUH RIWHQ
QHHGHGWRWDNHFDUHRIODUJHYLVLWRUQXPEHUV
 (PSOR\HHVRU UHWLUHGZRUNHUV FDQ DGGYDOXH WR WKH LQGXVWULDO WRXULVP
VXSSO\ EHFDXVH WKH\ DUH DEOH WR FRPPXQLFDWH DXWKHQWLF VWRULHV ZLWK
LQWHUHVWLQJDQHFGRWHV

7DNLQJ DOO WKLV LQWR FRQVLGHUDWLRQ ZH FDQ FRQFOXGH WKDW LQGHHG WKH ILUP¶V
SRWHQWLDO WR DWWUDFW LQGXVWULDO WRXULVWV VWURQJO\ GHSHQGV RQ WKH VXSSO\ RI LQGXVWULDO






WKH TXDOLW\ RI WKH ORFDWLRQ DQG YLVLWRU IDFLOLWLHV 7KLV TXDOLW\ RI WKH ORFDWLRQ FDQ EH
DVVHVVHGE\ DQDO\VLQJ WKH FKDUDFWHULVWLFV RI WKH VLWH DQG LWV LPPHGLDWH HQYLURQPHQW
EXWDOVRE\UHYLHZLQJLWVSRVLWLRQLQWKHXUEDQUHJLRQ3DUWLFXODUO\YLVLWRUIDFLOLWLHVDGG





,Q WKH&RORJQH UHJLRQVHYHUDOH[DPSOHVFRQILUPWKH LPSRUWDQFHRI WKHVLWH¶V
TXDOLW\ %D\HU KDV VHOHFWHG DQ DWWUDFWLYH ORFDWLRQ IRU LWV YLVLWRU FHQWUH ZLWK JRRG




ORQJGLVWDQFH KHDWLQJ WXQQHO DWWUDFWV PDQ\ WRXULVWV EHFDXVH RI LWV VWUDWHJLF ORFDWLRQ





QHZO\EXLOW HPEDUNDWLRQSRLQW IRUSDVVHQJHUERDWV.QDSVDFNDQG WKH00&VWXGLRV
DUHERWKORFDWHGLQ+UWKDWNPGLVWDQFHIURPWKHFLW\FHQWUHRI&RORJQH00&KDV
WKHDGYDQWDJHRIEHLQJ ORFDWHGQHDU WKH WUDLQ VWDWLRQ%RWKVLGHVDUHQRWSDUWLFXODUO\
DWWUDFWLYH LQ WHUPV RI ODQGVFDSH ,Q &RORJQH PRVW FRPSDQLHV DJUHH WKDW YLVLWRU
IDFLOLWLHVFRXOGPDNHWKHLUFRPSDQLHVPRUHDWWUDFWLYHIRU LQGXVWULDO WRXULVWVEXWPRVW
RIWKHP+*..QDSVDFNDQG00&GRQRLQYHVWLQVXFKIDFLOLWLHV$QH[FHSWLRQDO
FDVH LV5KHLQ(QHUJLHZKLFKKDVGHFLGHG WR LQFOXGH OHFWXULQJ URRPV IRUYLVLWRUV EXW
DOVRIRURWKHUSXUSRVHVLQQHZSODQWVWREHEXLOWLQWKHIXWXUH7KH\DUJXHWKDWLWLV
FKHDSHU WR LQFOXGH VXFK IDFLOLWLHV LQ WKH RULJLQDO GHVLJQ RI D EXLOGLQJ LQVWHDG RI
UHQRYDWLQJDEXLOGLQJ%D\HU LVREYLRXVO\ WKHEHVWSHUIRUPLQJFRPSDQ\ LQ WKLV ILHOG
ZLWKDVWDWHRIWKHDUWYLVLWRUFHQWUH
,Q3D\V GH OD /RLUH IRXU FRPSDQLHV ZH DQDO\VHG ± WKH SRUW 67; (XURSH
$LUEXVDQG7HUUHGH6HO±EHQHILWIURPWKHLUIDYRXUDEOHORFDWLRQQHDUWKHEHDFKHVRI
WKH$WODQWLFFRDVWZKHUHPDQ\OHLVXUHWRXULVWVFHOHEUDWHWKHLUKROLGD\V6KRUWGLVWDQFHV
HQDEOH SHRSOH WRPDNH FRPELQHG YLVLWV WR WZR RUPRUH ILUPV 7HUUH GH 6HO KDV WKH
DGGLWLRQDODGYDQWDJHRIEHLQJLQWKHPLGGOHRIDQDWWUDFWLYHQDWXUDOHQYLURQPHQWZLWK
KLVWRULFDO YDOXH &RLQWUHDX LV ORFDWHG DW D UHODWLYHO\ VKRUW GLVWDQFH RI $QJHU¶V FLW\
FHQWUHLQDQDWWUDFWLYHEXLOGLQJ7KHFRPSDQLHVWKDWSDUWLFLSDWHLQ7HUUHGHV6FLHQFHV











D UHODWLYHO\ ORQJ GLVWDQFH IURP WKH FLW\ FHQWUH XS WR  NP 7KH (GXFDWLRQDO
,QIRUPDWLRQ &HQWUH ± IURP ZKHUH PDQ\ FRPSDQ\ WRXUV GHSDUW ± DQG WKH +DSS\
6KULPS )DUP DUH ERWK ORFDWHG LQ UHPRWH SDUWV RI WKH SRUW 7KH 5RWWHUGDP 3RUW
([SHULHQFHLVPXFKEHWWHUVLWXDWHGULJKWLQWKHFLW\FHQWUHQHDUWKHSODFHZKHUHERDW
WRXUV WR WKHSRUW E\6SLGR VWDUW6FKPLGW=HHYLV LV ORFDWHG LQ WKH VDPHSDUWRI WKH
WRZQ D JRRG ORFDWLRQ QHDU WKH1LHXZH0DDV ULYHU )XUWKHUPRUHZH KDYH REVHUYHG
WKDWPRVWFRPSDQLHVLQWKH5RWWHUGDPUHJLRQEDFNDZD\IURPLQYHVWPHQWVLQYLVLWRU
IDFLOLWLHV 7KH LQYHVWPHQWV DUH VLPSO\ WRR KLJK LQ YLHZ RI WKH EHQHILWV H[SHFWHG
9LVLWRUV RIWHQ FDQ XVH WKH IDFLOLWLHV IRU HPSOR\HHV VXFK DV WRLOHWV DQG WKH FDQWHHQ
([FHSWLRQVWRWKHUXOHDUH6PLW,QWHUQDWLRQDOHDQGWKH3RUWRI5RWWHUGDPZKLFKERWK
UHFHLYH WKHLUSURIHVVLRQDOJXHVWV LQVSHFLDO URRPVIRUYLVLWRUVRU LQ WKHFDVHRI6PLW
,QWHUQDWLRQDOH D IORDWLQJSODWIRUP7KH+DSS\6KULPS)DUPKDG LGHDV WRGHYHORSD
YLVLWRU FHQWUH SRVVLEO\ WRJHWKHU ZLWK 6FKPLGW =HHYLV EXW WKHVH LGHDV KDYH QHYHU
UHVXOWHGLQFRQFUHWHDFWLRQV
$QDO\VLQJ WKH FRPSDQLHV LQ WKH 7XULQ UHJLRQ ZH FDQ VWDWH WKDW )LDW¶V
0LUDILRUL IDFWRU\ LV ZHOO ORFDWHG QHDU WKH FHQWUH RI 7XULQ $OWKRXJK WKH VLWH LV
RSHUDWLRQDO LWFRQWDLQVHOHPHQWVRIKHULWDJHDVZHOO7KHVDPHJRHVIRU$XURUDZLWK
LWV YHU\ IDYRXUDEOH ORFDWLRQ DQ KLVWRULFDOPRQXPHQW FKXUFK DQG FORLVWHU QHDU WKH
WRZQFHQWUH7KHORFDWLRQRI*XIUDPLVSRRULQPDQ\ZD\VWKHGHVLJQRIWKHEXLOGLQJ
WKH TXDOLW\ RI WKH VXUURXQGLQJ HQYLURQPHQW DQG WKH DFFHVVLELOLW\ GR QRW DGG WR WKH
ILUP¶VDWWUDFWLYHQHVVDVDSODFH WRYLVLW7KH7XULQFDVHDOVRVKRZV WKDW)LDWKDVQRW
LQYHVWHG D ORW LQ YLVLWRU IDFLOLWLHV SDUWLFXODUO\ QRW LQ FRPSDULVRQ ZLWK RWKHU FDU
PDQXIDFWXUHUVVXFKDV9RONVZDJHQDQG%0:7KHFRPSDQ\GLGLQYHVWLQHOHFWULFDO
YHKLFOHV WR GULYH YLVLWRUV DURXQG LQFOXGLQJ RQH IRU GLVDEOHG SHRSOH $XURUD
GHPRQVWUDWHVWKDWDOVRDVPDOOFRPSDQ\ZLWKDOLPLWHGQXPEHURIYLVLWRUVFDQLQYHVWLQ




 6HYHUDO KRVW ILUPV KDYH LQGLFDWHG WKDW WKHLU ORFDWLRQ DQ LPSRUWDQW
DVSHFWRIWKHVLWH¶VTXDOLW\DGGVWRWKHLUDELOLW\WRDWWUDFWYLVLWRUV7KH




LQ WHUPV RI ODQGVFDSH DQG DUFKLWHFWXUH RI WKH EXLOGLQJV 7KRVH ILUPV
WKDW KDYH WKH SULYLOHJH RI EHLQJ VLWXDWHG LQ D PRUH DWWUDFWLYH
HQYLURQPHQW VHHP WR DFNQRZOHGJH WKH DGGHG YDOXH 3DUWLFXODUO\
KHULWDJHVLWHVDUHLQDIDYRXUDEOHSRVLWLRQIRUDWWUDFWLQJYLVLWRUVZLWKD
OHLVXUHPRWLYH
 7KHPDMRULW\ RI WKH KRVW ILUPV UHJDUG WKHLU ORFDWLRQ DV D JLYHQ IDFW
FRPSDUDEOHZLWKWKHDWWUDFWLYHQHVVRIWKHILUP7KH\PD\FKDQJHWKHLU
ORFDWLRQEXWQRWWRLPSURYHWKHDFFHVVIRULQGXVWULDOWRXULVWV:HIRXQG
QR HYLGHQFH WKDW VXSSRUWV WKH VXJJHVWLRQ WKDW LQGXVWULDO WRXULVP ZLOO
FKDQJHWKHORFDWLRQGHFLVLRQVRIILUPV'RGG2QO\FRPSDQLHV




DV D OHFWXULQJPHHWLQJ URRP RU UHFHSWLRQ 2WKHU ILUPV LQ WKH IRXU
UHJLRQV GR QRW GHQ\ WKH UHOHYDQFH RI YLVLWRU IDFLOLWLHV EXW DUJXH WKDW
LQYHVWPHQWVLQVXFKIDFLOLWLHVDUHQRWIHDVLEOHLQILQDQFLDOWHUPV
 9LVLWRUFHQWUHVDUHDVDUXOHEHWWHUHTXLSSHGZLWKYLVLWRUIDFLOLWLHV7KH\
DUH RQO\ EXLOW E\ ILUPV WKDW H[SHFW WR DWWUDFW D VXEVWDQWLDO QXPEHU RI
YLVLWRUVPRUHWKDQ




IRU VHSDUDWH YLVLWRU IDFLOLWLHV LV ORZHU LQ WKDW FDVH IDFLOLWLHV IRU
HPSOR\HHVFDQEHXVHGE\YLVLWRUV

7KH ILQGLQJV VXPPDULVHG DERYH DUH LQ OLQHZLWK VXEK\SRWKHVLV+ZKLFK
VD\VWKDWDILUP¶VSRWHQWLDOWRDWWUDFWLQGXVWULDOWRXULVWVLVVXSSRUWHGE\WKHTXDOLW\RI
WKHORFDWLRQDQGYLVLWRUIDFLOLWLHV$OWKRXJKKRVWILUPVKDYHOLPLWHGDELOLW\WRLQIOXHQFH
WKH TXDOLW\ RI WKH ORFDWLRQ WKH\ VHHP WR EH DZDUH RI LWV UHOHYDQFH&RPSDQLHVZLWK
KLJK YLVLWRU QXPEHUV KDYH LQ FRPPRQ WKDW WKH\ DUH DOO ZHOO DFFHVVLEOH $ JRRG
ORFDWLRQPD\HYHQSDUWO\FRPSHQVDWHPRGHUDWHVFRUHVRQDWWUDFWLYHQHVVDQGWKHVXSSO\
RI LQGXVWULDO WRXULVP DV LQ WKH FDVH RI5KHLQ(QHUJLH¶V ORQJGLVWDQFH KHDWLQJ WXQQHO

$OWKRXJK VRPH FRPSDQLHV DUH UHOXFWDQW WR LQYHVW LQ YLVLWRU IDFLOLWLHV WKH QHHG WR
GHYHORS VXFK IDFLOLWLHV JURZV LI FRPSDQLHV SUHIHU DQGRU H[SHFW WR ZHOFRPH PRUH
SHRSOH DQG WKH FDSDFLW\ RI IDFLOLWLHV IRU HPSOR\HHV EHFRPHV LQVXIILFLHQW IRU WKH
UHFHSWLRQRIYLVLWRUV
 7KHSURPRWLRQRILQGXVWULDOWRXULVP
7KH ILIWK IDFWRU WKDW LQIOXHQFHV D ILUP¶V LQGXVWULDO WRXULVP SRWHQWLDO LV WKH
SURPRWLRQ RI LQGXVWULDO WRXULVP 'R WKH KRVW ILUPV LQIRUP SHRSOH DERXW WKH
SRVVLELOLWLHV WR HQWHU WKHLU VLWHV"$ JRRG LQGLFDWRU IRU KRZKRVW ILUPV GHDOZLWK WKH
SURPRWLRQRILQGXVWULDOWRXULVPLVWKHILQGDELOLW\RILQIRUPDWLRQRQWKHLURZQZHEVLWH
$Q DGGLWLRQDO LQGLFDWRU LV WKH SUHVHQFH RU DEVHQFH RI D VWUDWHJ\ WR VWLPXODWH RWKHU
RUJDQLVDWLRQVWRSURPRWHYLVLWVWRWKHFRPSDQ\LQTXHVWLRQ
,Q &RORJQH WKH ILYH FRPSDQLHV ZH DQDO\VHG XVH GLIIHUHQW VWUDWHJLHV ZLWK

















YLVLWRUV EXW DOVR VWLPXODWHV ILUPV WR SDUWLFLSDWH 0RUHRYHU 7HUUH GHV 6FLHQFHV
FRRSHUDWHV ZLWK UHJLRQDO WRXULVW RIILFHV ZKLFK WDNH FDUH RI WKH SURPRWLRQ DQG

:HEVLWHVRIRWKHURUJDQLVDWLRQVHJWRXULVPRUJDQLVDWLRQVDOVRSURYLGHLQIRUPDWLRQDERXWFRPSDQ\
YLVLWV ,Q WKHSUHVHQW FKDSWHUZHZLOO LQPRVW FDVHVRQO\ UHIHU WR WKHVHZHEVLWHV LI UHIHUHQFHV DUH WKH
UHVXOWRIDFRPSDQ\¶VVWUDWHJ\WRSURPRWHWKHLURZQWRXUV
&RQGLWLRQVIRUKRVWILUPV
UHVHUYDWLRQ RI WRXUV &RLQWUHDX DQG7HUUH GH 6HO DUH YHU\ DFWLYH LQ SURPRWLQJ WKHLU
LQGXVWULDO WRXULVP VXSSO\ ZLWK HDVLO\ DFFHVVLEOH VHFWLRQV RQ WKHLU PXOWLOLQJXDO
ZHEVLWHV 7HUUH GH 6HO FOHDUO\ ORRNV IRU D EURDGHU DXGLHQFH WKH\PDGH GHDOV ZLWK
KRWHOV DQG ORFDO WRXULVW RIILFHV HQDEOLQJ WKHP WR ERRN JXLGHG YLVLWV YLD DQ RQOLQH
ERRNLQJV\VWHPLQUHWXUQIRUDVKDUHRIWKHIHH7KHFRRSHUDWLYHRIVDOWZRUNHUVDOVR
FRRSHUDWHV ZLWK (VFDO¶$WODQWLF ZLWK DQ H[FKDQJH RI EURFKXUHV DV PDLQ UHVXOW
&RLQWUHDX KDV D ORQJ KLVWRU\ RI FRRSHUDWLRQ ZLWK DQRWKHU WRXULVW DWWUDFWLRQ LQ WKH
UHJLRQ WKH $QJHUV FDVWOH $OUHDG\ LQ WKH V WKH\ DJUHHG WR UHGLUHFW YLVLWRUV
&RLQWUHDX DOVR XVHV WKH VWUDWHJ\ RI DSSURDFKLQJ LQWHUHVWLQJ WDUJHW JURXSV GLUHFWO\
)XUWKHUPRUH WKH\ FRRSHUDWH ZLWK WKH WRXULVP EXUHDX RI $QJHUV DQG VHYHUDO WUDYHO
DJHQFLHV
7KHPDMRULW\ RI WKH ILUPV ZH LQWHUYLHZHG IRU WKH5RWWHUGDP FDVH KDYH QR
LQIRUPDWLRQDERXWFRPSDQ\YLVLWVRQWKHLUZHEVLWHWKLVDSSOLHVWRWKH+DSS\6KULPS
)DUP 9HUVWHJHQ 6PLW ,QWHUQDWLRQDOH DQG %URHNPDQ $XWRPRWLYH 7KH ZHEVLWH RI
6FKPLGW=HHYLVLQFOXGHVRQHGLIILFXOW WRILQGSDJHRQFRPSDQ\YLVLWV LQ'XWFKDQG












LWVZHESDJHDERXW WKHSRVVLELOLWLHV WRHQWHU LWVSUHPLVHV LQFOXGLQJD OLQNWR7XULVPR
7RULQR7KLVLQIRUPDWLRQLVKRZHYHUUHODWLYHO\GLIILFXOWWRILQGRQDSDJHDERXWWKH
KHDGRIILFHV






 0DQ\FRPSDQLHVZHDQDO\VHGGRQRWSURPRWH WKHLU LQGXVWULDO WRXULVP
VXSSO\7KLVSDUWLFXODUO\DSSOLHVWRILUPVZLWKDGHIHQVLYHRUUHVWULFWLYH
DSSURDFK EXW DOVR FRPSDQLHV ZLWK D VHOHFWLYH DSSURDFK VRPHWLPHV
SUHIHU WR DSSURDFK WDUJHWHG YLVLWRUV WKHPVHOYHV UDWKHU WKDQ LQIRUPLQJ
WKHJHQHUDOSXEOLF
 2WKHU ILUPV HJ 00& 5KHLQ(QHUJLH 3RUW RI 1DQWHV6W 1D]DLUH
$XURUD 6FKPLGW =HHYLV 7HUUH GHV 6FLHQFHV 3RUW RI 5RWWHUGDP
SURYLGHYHU\OLWWOHLQIRUPDWLRQDERXWWKHSRVVLELOLWLHVWRHQWHUWKHZRUN
IORRU7KH\GRQRW UHDOO\SURPRWHFRPSDQ\ WRXUVEXWRQO\JLYHVRPH
EDVLF LQIRUPDWLRQ IRU WKRVHZKRDUH LQWHUHVWHG ,Q VHYHUDO FDVHV WKHVH
SDJHV DUH GLIILFXOW WR ILQG UHTXLULQJ VHYHUDO PRXVH FOLFNV IURP WKH
KRPHSDJHRUHYHQWKHXVHRIDVHDUFKHQJLQH)RULQWHUQDWLRQDOYLVLWRUV
WKH ILQGDELOLW\ RI LQIRUPDWLRQ LV RIWHQ PRUH WURXEOHVRPH EHFDXVH RI
ODQJXDJHEDUULHUV
 2QO\ILUPVWKDWKDYHGHYHORSHGVSHFLDOYLVLWRUFHQWUHVXVHSURPRWLRQDO
WRROV WRDWWUDFW LQGXVWULDO WRXULVWV([DPSOHVDUH%D\HU&RLQWUHDXDQG
7HUUH GH 6HO 7HUUH GH 6HO DQG &RLQWUHDX ERWK KDYH D VWUDWHJ\ WR
DFWLYHO\ SURPRWH WKHLU VXSSO\ DPRQJ GLVWULEXWRUV DQG RWKHU DFWRUV LQ
WKHWRXULVWLQGXVWU\KRWHOVWRXULVPEXUHDXVWUDYHODJHQFLHVHWF
 )LDWDQG00&DUHWZRH[DPSOHVRIILUPVWKDWGRQRWQHHGWRSURPRWH
FRPSDQ\ WRXUV EHFDXVH WKHUH LV VXIILFLHQW GHPDQG WR XVH WKH YLVLWRU
FDSDFLW\ WR WKH IXOO 9HU\ DWWUDFWLYH FRPSDQLHV ZLWK YHU\ DWWUDFWLYH
SURGXFWVGRQRWQHHGWRDGYHUWLVHWKHLUWRXUV










 ,Q WKH FDVH RI 00& WKH PDLQ VRXUFH RI LQGXVWULDO WRXULVP SRWHQWLDO LV WKH DWWUDFWLYHQHVV RI WKH
SURGXFWQRWWKHDWWUDFWLYHQHVVRIWKHFRPSDQ\
&RQGLWLRQVIRUKRVWILUPV
   &RQF OXV LRQV 
([SHULHQFHV IURP  ILUPV LQ WKH IRXU XUEDQ UHJLRQV &RORJQH 3D\V GH OD
/RLUH 7XULQ DQG 5RWWHUGDP KDYH FRQILUPHG WKH UHOHYDQFH RI WKH FRQGLWLRQV ZH
IRUPXODWHGIRUKRVWILUPV7KHREVHUYDWLRQVDUHLQOLQHZLWKWKHILUVWWKUHHK\SRWKHVHV
LQFOXGLQJ WKH VXEK\SRWKHVHV 7KH HPSLULFDO VWXG\ KDV SURYLGHG LQVLJKW LQ WKH
FRQGLWLRQV XQGHU ZKLFK YDULRXV W\SHV RI ILUPV DUH ZLOOLQJ WR RSHQ WKHLU GRRUV IRU
LQGXVWULDOWRXULVWV
$Q LPSRUWDQW REVHUYDWLRQ LV WKDW WKH VXEK\SRWKHVHV DUH UHODWHG WR RQH
DQRWKHU :KDW FRPSDQLHV H[SHFW IURP LQGXVWULDO WRXULVP DV K\SRWKHVLVHG LQ +








RWKHU IDFWRUV WKDQ WKH RQHV ZH LGHQWLILHG WKDW DUH DOVR UHOHYDQW IRU FRPSDQLHV LQ









&RQGL W LRQV  IRU X UEDQ  UHJ LRQV 
   ,Q WURGXF W LRQ 
,QWKLVFKDSWHUZHGLVFXVVWKHFRQGLWLRQVXQGHUZKLFKXUEDQUHJLRQVH[SHFWWR
WDNH DGYDQWDJH RI LQGXVWULDO WRXULVP GHYHORSPHQW 7KH VWUXFWXUH LV VLPLODU WR WKH
SUHYLRXV FKDSWHU :H WHVW WKH HPSLULFDO DSSOLFDELOLW\ RI WKH K\SRWKHVHV DQG VXE
K\SRWKHVHVUHODWHGWRWKHFRQGLWLRQVIRUXUEDQUHJLRQVWKHFKDUDFWHULVWLFVRIWKHYLVLWRU
IORZ + + DQG + WKH ILW EHWZHHQ LQGXVWULDO WRXULVP DQG WKH LQWHQGHG
UHJLRQDO LPDJH+DQGWKHIRXUGHWHUPLQDQWVRI LQGXVWULDO WRXULVPSRWHQWLDO +
+ + DQG + )RU DOO RI WKHVH VXEK\SRWKHVHV ZH SUHVHQW WKH PDLQ
REVHUYDWLRQVLQWKHIRXUXUEDQUHJLRQVWREHIROORZHGE\JHQHUDOFRQFOXVLRQV
   &KDUDF WHU L V W L F V  R I  WKH Y L V L W RU  I O RZ 
$OVRIRUXUEDQUHJLRQVWKUHHFKDUDFWHULVWLFVRIWKHYLVLWRUIORZLQIOXHQFHWKHLU




PRUH EHQHILWV WR WKH XUEDQ UHJLRQ :KDW DUH WKH PDLQ LQWHUHVWV RI WKH UHJLRQDO
RUJDQLVDWLRQVZHLQWHUYLHZHGDVIDUDVWKHQXPEHURIYLVLWRUVLVFRQFHUQHG"
,QJHQHUDOZHFDQVD\WKDWPRVWUHJLRQDORUJDQLVDWLRQVDUHQRWDJDLQVWDQLQIOX[





KLJKYLVLWRUQXPEHUV LQ LQGXVWULDO WRXULVPZH WDNHDFORVHU ORRNDW WKH LQWHUHVWVDQG
DFWLRQVRIUHJLRQDORUJDQLVDWLRQV
7KH&RORJQH7RXULVW%RDUGGRHVQRW H[SHFW LQGXVWULDO WRXULVP WRJHQHUDWH D
VXEVWDQWLDOQXPEHURIEHGQLJKWVDOWKRXJKWKHUHDUHQRGDWDWRFRQILUPWKLV7KH\VHH
FRPSDQ\WRXUVDVDQµDGGRQ¶DQLFKHVHJPHQWWKDWJLYHVWRXULVPVRPHH[WUDIODYRXU
$FFRUGLQJO\ WKH SROLF\ DWWHQWLRQ WR FRPSDQ\ WRXUV LV VPDOO $SDUW IURP WKH OLVW RI
ILUPV WKH\ SXEOLVKHG VHH FKDSWHU VHYHQ WKH 7RXULVW %RDUG LV DOVR LQYROYHG LQ WKH
RUJDQLVDWLRQRI([SHGLWLRQ&RORQLD7KLVRSHQGRRUHYHQWDWWUDFWVDERXWYLVLWRUV
D\HDU7KH&KDPEHURI&RPPHUFHDQG,QGXVWU\IRUWKH&RORJQHUHJLRQUHFRJQLVHV
WKH DGGHG YDOXH RI FRPSDQ\ WRXUV ± LQ WHUPV RI EHG QLJKWV DQG WKH XVH RI WRXULVW
LQIUDVWUXFWXUH LQ JHQHUDO ± EXW WKHUH LV QR SROLF\ WR SURPRWH LQGXVWULDO WRXULVP
DFWLYHO\
3D\V GH OD /RLUH FOHDUO\ KDV D GLIIHUHQW YLHZ RQ LQGXVWULDO WRXULVP 7KH
UHJLRQDODXWKRULWLHVFRQVLGHUFRPSDQ\YLVLWVDVDVXEVWDQWLDODQGJURZLQJVHJPHQWRI
WKHWRXULVWLQGXVWU\&RPSDQ\WRXUVKDYHEHFRPHDVSHDUKHDGRIWRXULVPSROLF\XQGHU
WKH KHDGLQJ RI µHFRQRPLF GLVFRYHULHV¶ WRJHWKHUZLWK LQGXVWULDO KHULWDJH WRXULVP DQG
VFLHQFH WRXULVP0HPEHUV RI WKH DVVRFLDWLRQ9LVLW2XU&RPSDQLHV DUH UHTXHVWHG WR
NHHSWUDFNRIYLVLWRUQXPEHUVIDFLOLWDWLQJLQWHJUDWLRQLQWKH5HJLRQDO2EVHUYDWRU\RI
7RXULVP7KLV GDWDEDVHPDNHV FOHDU WKDW LQGXVWULDO WRXULVPJHQHUDWHV DSSUR[LPDWHO\
SHUFHQWRIDOOYLVLWVWRWRXULVWDWWUDFWLRQVZLWKDQDEVROXWHQXPEHURIDOPRVWRQH
PLOOLRQYLVLWRUVD\HDU7KHRUJDQLVHUVRI WKHHYHQW0DGHLQ$QJHUVDOVRSUHIHUKLJK
YLVLWRU QXPEHUV EXW QRW EHFDXVH WKH\ H[SHFW GLUHFW HFRQRPLF EHQHILWV 7KH HYHQW
GUDZVDSSUR[LPDWHO\YLVLWRUVHDFK\HDU
,Q WKH FDVH RI 5RWWHUGDP ZH FDQ REVHUYH D FKDQJH LQ WKH DSSURDFK WR
LQGXVWULDO WRXULVPVLQFH,QLWLDOO\ WKHFLW\¶V WRXULVPRUJDQLVDWLRQVDZFRPSDQ\




$URXQGSHUFHQWRI WKH WRXUVRIIHUHGGXULQJ WKHHYHQW LQFDQEHFRQVLGHUHG LQGXVWULDO
WRXULVPDVZHGHILQHGLW
&RQGLWLRQVIRUXUEDQUHJLRQV
HQGWKLV LQGXVWULDO WRXULVPSURJUDPPH'HVSLWH WKLVFKDQJHLQSROLF\RUJDQLVDWLRQV
VXFK DV 5RWWHUGDP 0DUNHWLQJ WKH &KLHI 0DUNHWLQJ 2IILFH DQG WKH &KDPEHU RI
&RPPHUFHDUHVWLOOLQIDYRXURISROLFLHVWRSURPRWHLQGXVWULDOWRXULVP$OWKRXJKWKHUH
DUH QR VWDWLVWLFV RQ WKH WRWDO QXPEHU RI LQGXVWULDO WRXULVWV LW LV IDLU WR VD\ WKDW
5RWWHUGDPLVTXLWHVXFFHVVIXO LQDWWUDFWLQJ WKLV W\SHRIYLVLWRUVZLWK WKHSRUWDQG WKH
UHODWHG LQGXVWULDOFRPSOH[DVPDLQDWWUDFWLRQ%HLQJ WKHRQO\VKDUHKROGHU LQ WKHSRUW
DXWKRULW\ WKHFLW\DOVRLQYHVWVLQHYHQWVDQGDWWUDFWLRQVWRIDFLOLWDWHYLUWXDO WRXUVWR
WKHSRUW





DQ LQVLJQLILFDQWQXPEHURIEHGQLJKWV:LWKDERXWSDUWLFLSDQWV WKH LPSDFWRI







WKH QXPEHU RI LQGXVWULDO WRXULVWV 1RW RQO\ SUHVHQW QXPEHUV EXW DOVR
IXWXUHJURZWKSRVVLELOLWLHVDUH UHOHYDQWFRQGLWLRQV IRUSROLF\DWWHQWLRQ
WR WKLV VHJPHQW 3DUWLFXODUO\ WRXULVP RUJDQLVDWLRQV WHQG WR IRFXV RQ
VHJPHQWVWKDWJHQHUDWHVXIILFLHQWEHGQLJKWV
 /RRNLQJ DW YLVLWRU QXPEHUV WKH UHOHYDQFH RI LQGXVWULDO WRXULVP
FRPSDUHG WR RWKHU IRUPV RI WRXULVP YDULHV IURP UHODWLYHO\ VPDOO
&RORJQH WR VXEVWDQWLDO 3D\V GH OD /RLUH 7KH VKDUH RI FRPSDQ\
YLVLWVLQWKHUHJLRQDOWRXULVPLQGXVWU\VHHPVWREHDFULWLFDOIDFWRUIRU
WKH SROLF\ DWWHQWLRQ RI UHJLRQDO WRXULVP RUJDQLVDWLRQV WR LQGXVWULDO
















 7KH DFWXDO VKDUH RI FRPSDQ\YLVLWV LQ WRXULVP LV GLIILFXOW WRPHDVXUH
EHFDXVHWKUHHRIWKHIRXUXUEDQUHJLRQVGRQRWFRXQWLQGXVWULDOWRXULVWV
7KHH[SHULHQFHVRI3D\VGHOD/RLUHGHPRQVWUDWHWKDWVXEVWDQWLDOVKDUHV
RI DERXW  SHU FHQW LQ YLVLWV WR WRXULVW DWWUDFWLRQV DUH IHDVLEOH 7KH
FRQWULEXWLRQRI LQGXVWULDO WRXULVPWREHGQLJKWV UHPDLQVXQFOHDU LQDOO
IRXUXUEDQUHJLRQVWKLVDSSOLHVKRZHYHUWRPRVWW\SHVRIWRXULVP

$OO WRJHWKHU WKH FRQFOXVLRQ FDQ EH GUDZQ WKDW RXU REVHUYDWLRQV VXSSRUW
K\SRWKHVLV + ZKLFK VWDWHV WKDW WKH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH
HFRQRP\RI DQXUEDQ UHJLRQGHSHQGVRQ WKHQXPEHURIYLVLWRUV1RWRQO\ IDFWV DQG
ILJXUHVEXWDOVRH[SHFWDWLRQVDQGSHUFHSWLRQVDERXWWKHVL]HRIWKHYLVLWRUIORZH[SODLQ
GHFLVLRQV RI UHJLRQDO ERGLHV WR VXSSRUW LQGXVWULDO WRXULVP RU WR UHIUDLQ IURP VXFK
SROLFLHV
 7KHFRPSRVLWLRQRIWKHYLVLWRUIORZ
)URP DQ XUEDQ UHJLRQ¶V SRLQW RI YLHZ WKH HFRQRPLF LPSDFW RI LQGXVWULDO
WRXULVPQRWRQO\GHSHQGVRQWKHQXPEHURISHRSOHEXWDOVRRQWKHFRPSRVLWLRQRIWKH










SROLFLHV RI UHJLRQDO RUJDQLVDWLRQV ,I WKH\ WDUJHW LQGXVWULDO WRXULVWV ZKDW NLQG RI




PDWWHU ZKDW NLQG RI WRXULVW WKH %RDUG DLPV WR LQFUHDVH WKH OHQJWK DQG VSHQGLQJ
YROXPHSHUYLVLWRU:KLOHWKH7RXULVW%RDUGIRFXVHVRQOHLVXUHWRXULVWVWKH&KDPEHU
RI &RPPHUFH PDLQO\ VHUYHV EXVLQHVV WUDYHOOHUV LQGLYLGXDOV DQG JURXSV 7KH
&KDPEHU¶VHIIRUWV±DOVRZLWKUHJDUGWRWKHVXSSO\RIFRPSDQ\WRXUV±GHSHQGRQWKH
DGGHG YDOXH DQ LQYHVWRU FRXOG SRWHQWLDOO\ EULQJ WR WKH UHJLRQDO HFRQRP\ %RWK WKH




LQGLYLGXDOO\7KHRUJDQLVDWLRQ GRHV VWLPXODWH SDUWLFLSDWLQJ ILUPV WR SURYLGH WRXUV LQ
RWKHU ODQJXDJHV ZKLFK LQGLFDWHV WKDW LQWHUQDWLRQDO YLVLWRUV DUH DOVR GHVLUHG )RU
UHJLRQDO WRXULVP RUJDQLVDWLRQV *UHDW %ULWDLQ LV DV DQ LPSRUWDQW FRXQWU\ RI RULJLQ





FHQW DQG FOXEV IRU WKH HOGHUO\  SHU FHQW &KDUXHO /HEODQF	%ULQ 7KH




%HIRUH5RWWHUGDP¶VFKDQJHRISROLF\RQ LQGXVWULDO WRXULVP WKHFLW\¶V WRXULVW
RIILFH DLPHG WR DWWUDFW OHLVXUH WRXULVWV DV ZHOO DV SURIHVVLRQDO YLVLWRUV 7KLV SROLF\
FKDQJHGLQZKHQLQGXVWULDOWRXULVPZDVRXWVRXUFHGWRDSULYDWHIRXQGDWLRQQRW





5RWWHUGDP0DUNHWLQJ DQG WKH &KDPEHU RI &RPPHUFH KDYH QR H[SOLFLW VWUDWHJ\ RQ
LQGXVWULDO WRXULVP WKH\ ERWK VHHP WR DFNQRZOHGJH WKH RSSRUWXQLWLHV RI LQGXVWULDO




DPEDVVDGRUV IRU WKHFLW\ WKRXJKZLWKRXWDFOHDU IRFXVRQ µPXOWLSOLHUV¶7KH ODFNRI






VKDUH RI RQO\  SHU FHQW 7KH SURJUDPPH DSSHDUV WR EH TXLWH VXFFHVVIXO DPRQJ
SHRSOH ZKR YLVLW IULHQGV DQG UHODWLYHV ZKR OLYH LQ WKH UHJLRQ $OO WRXUV KDYH EHHQ
GHOLEHUDWHO\SODQQHGRQ)ULGD\LQRUGHUWRHQDEOHSHRSOHZKRVWD\IRUDORQJZHHNHQG
WRYLVLWVLWHVLQRSHUDWLRQUXOLQJRXW6DWXUGD\DQG6XQGD\





GRHV QRW LPSO\ WKDW WKH\ DFWXDOO\ GHYHORS SROLFLHV WR DWWUDFW VSHFLILF
LQGXVWULDO WRXULVWV ,Q WZRRI WKH IRXU FDVHV &RORJQH DQG5RWWHUGDP
WKHDXWKRULWLHVKDYHQRH[SOLFLWVWUDWHJLHVWRDWWUDFWLQGXVWULDOWRXULVWV
 ,Q FDVH UHJLRQDO RUJDQLVDWLRQV KDYH GHYHORSHG D SROLF\ RQ LQGXVWULDO
WRXULVPWKH\PD\KDYHSUHIHUHQFHVZLWKUHJDUGWRWKHW\SHRIYLVLWRUV
EXW WKH\ DUH RIWHQ QRW LQ WKH SRVLWLRQ DV D SXEOLF RUJDQLVDWLRQ WR
H[FOXGHYLVLWRUVRUJLYHSUHIHUHQWLDO WUHDWPHQWV$JRRG LOOXVWUDWLRQ LV
WKH0DGH LQ7RULQR WRXUZKLFK DLPV WR DWWUDFW µQHZDPEDVVDGRUV IRU
WKHFLW\¶EXWZLWKRXWDQ\VWUDWHJ\WRUHDFKWKHPRVWLQIOXHQWLDOSHRSOH
 2QHRI WKHFKDUDFWHULVWLFVRI WKHYLVLWRU IORZ WKDW LVPRVW UHOHYDQW IRU
XUEDQ UHJLRQV LV WKH SODFH RI RULJLQ 0RVW UHJLRQDO ERGLHV ZRXOG
DSSUHFLDWHWKHDUULYDORILQGXVWULDOWRXULVWVIURPDEURDGQRWDEO\LQYLHZ
RI WKHLUVSHQGLQJSDWWHUQV ORQJHUVWD\V UHVXOWLQJ LQPRUHEHGQLJKWV
&RQGLWLRQVIRUXUEDQUHJLRQV









RI WKH SULYDWH VHFWRU WKH\ ORRN XSRQ LQGXVWULDO WRXULVP DV D WRRO RI
VWDNHKROGHU PDQDJHPHQW SUHIHUULQJ WR UHFHLYH JXHVWV ZLWK D KLJK
SRVLWLYH LQIOXHQFH RQ WKH ORFDO HFRQRP\ HJ LQYHVWRUV FXVWRPHUV
VXSSOLHUVHWF





QRWDEO\ ZLWK UHJDUG WR WKH FRXQWU\ RI RULJLQ WKHLU PRWLYHV EXVLQHVV OHLVXUH RU
NQRZOHGJHDQGDJH
 7KHVSUHDGLQWLPH





+DYH WKH\ GHYHORSHG DQ\ SROLFLHV WR LQIOXHQFH WKH VSUHDG LQ WLPH" 'R WKH\ SUHIHU
FRPSDQ\YLVLWVRQSDUWLFXODUGD\VRIWKHZHHN"
7KHUHJLRQDOERGLHVLQWKH&RORJQHUHJLRQGRQRWH[SHFWLQGXVWULDOWRXULVWVWR
FDXVH FRQJHVWLRQ 7KLV H[SODLQV ZK\ WKH FLW\¶V 7RXULVW %RDUG LV ODUJHO\ LQGLIIHUHQW
DERXWZKHQ FRPSDQ\ YLVLWV WDNH SODFH 7KH RQO\ H[FHSWLRQ LV WKH HYHQW ([SHGLWLRQ
&RORQLDZKLFKKDVEHHQGHYHORSHGWRDWWUDFWYLVLWRUVGXULQJWKH(DVWHUSHULRGRQHRI

WKH WZR SHULRGV GXULQJ WKH \HDU LQ ZKLFK GHPDQG IRU KRWHO EHGV LV ORZ )RU WKH
MXQLRUHGLWLRQRIWKHHYHQWH[SHGLWLRQVIRUFKLOGUHQ LQFOXGLQJVRPHFRPSDQ\WRXUV
WKH LQLWLDWRUV KDYH VHOHFWHG ZHHNV GXULQJ RIILFLDO KROLGD\V 7KH &KDPEHU RI





FDSDFLW\7KHUHJLRQDORUJDQLVDWLRQFRPSHOV LWVPHPEHUV WRRSHQGRRUV IRUD ORQJHU
SHULRG RI WKH \HDU DW OHDVW VL[ PRQWKV H[FHSW IRU VHDVRQDO SURGXFWLRQ 0RUHRYHU
FRPSDQLHV DUH DGYLVHG WR UHFHLYH YLVLWRUV DW OHDVW WKUHH PRQWKV EHWZHHQ 0D\ DQG










:LWK D OLPLWHG QXPEHU RI SDUWLFLSDQWV WKH GLUHFW LPSDFW RI0DGH LQ 7RULQR
7XULQ LV VPDOOZKLFK LPSOLHV WKDW WKH SUHVVXUH RQ WRXULVP FDSDFLW\ LV QHJOLJLEOH
7KHWRXUVDOOWDNHSODFHRQ)ULGD\VLQRUGHUWRDWWUDFWSHRSOHZKRVWD\LQ7XULQIRUWKH
ZHHNHQGDQGZKRZDQWWRVHHDVLWHLQRSHUDWLRQ7KHWRXULVPRUJDQLVDWLRQSUHIHUVWR
KDYH WRXUV LQ WKH VSULQJ DQG WKH DXWXPQZKLFK LV WKH KLJK VHDVRQ DV IRUPRVW FLW\
GHVWLQDWLRQV








 )RU XUEDQ UHJLRQV ZLWK H[FHVV YLVLWRU FDSDFLW\ ZKLFK DSSOLHV WR DOO
IRXUFDVHVWKHSUHVVXUHRIFRPSDQ\YLVLWVRQWRXULVPLQIUDVWUXFWXUHLV
LQVLJQLILFDQW&RQVHTXHQWO\ FRPSDQ\ YLVLWV DUH QRW H[SHFWHG WR FDXVH
FRQJHVWLRQ H[SODLQLQJ VRPH LQGLIIHUHQFH WRZDUGV WKH VSUHDG RI
YLVLWRUV
 ,QGXVWULDO WRXULVPGHYHORSPHQWFDQQHYHUWKHOHVVEHXVHGDVDVWUDWHJ\
LQ UHVSRQVH WR H[LVWLQJ YDULDWLRQV LQ YLVLWRU IORZ HLWKHU WR DWWUDFW
WRXULVWVGXULQJSHULRGVZLWKORZGHPDQGDVZLWK([SHGLWLRQ&RORJQH
RU WR EHQHILW IURP WKH LQIOX[ RI YLVLWRUV GXULQJ SHULRGV ZLWK KLJK








2QO\ LQRQHFDVH3D\VGH OD/RLUHKRZHYHU WKHVHSUHIHUHQFHVKDYH
DFWXDOO\UHVXOWHGLQSROLFLHVWRSURPRWHORQJHURSHQLQJKRXUV

7KHVH FRQFOXVLRQV DUH LQ OLQH ZLWK K\SRWKHVLV + ZKLFK VD\V WKDW WKH
FRQWULEXWLRQRILQGXVWULDOWRXULVPWRWKHHFRQRP\RIDQXUEDQUHJLRQGHSHQGVRQWKH
VSUHDGRIYLVLWRUVLQWLPH$OWKRXJKWKHUHJLRQDORUJDQLVDWLRQVZHLQWHUYLHZHGGRQRW
H[SHFWYLVLWRUFDSDFLW\SUREOHPV WKH\UHFRJQLVH WKHLPSRUWDQFHRI WKLVIDFWRU6RPH
KDYHDOVRGHYHORSHGVSUHDGUHODWHGSROLFLHVWRRSWLPLVHWKHFRQWULEXWLRQRILQGXVWULDO
WRXULVPWRWKHUHJLRQHFRQRP\
   7KH  I L W EH WZHHQ  LQGXV WU LD O  W RXU L VPDQG  WKH  LQ W HQGHG 
UHJ LRQD O  LPDJH 
7KH LQYROYHPHQW RI UHJLRQDO RUJDQLVDWLRQV LQ LQGXVWULDO WRXULVP QRW RQO\







,Q WKH&RORJQH UHJLRQZHJRW WZRGLIIHUHQWDQVZHUV WR WKLVTXHVWLRQ2Q WKH
RQH KDQG UHJLRQDO WRXULVP RUJDQLVDWLRQV WHQG WR DYRLG WKH WHUP LQGXVWULDO WRXULVP
EHFDXVH RI WKH DVVRFLDWLRQ ZLWK PDQXIDFWXULQJ LQGXVWU\ 7KH\ UHDVRQ WKDW IDFWRU\
YLVLWV GR QRW KDUPRQLVH ZLWK WKH VORJDQ µ&RORJQH LV D IHHOLQJ¶ LQGXVWULDO WRXULVP
ZRXOGEH WR VREHU WR ILWZLWK WKLVPHVVDJH2Q WKHRWKHU KDQG FRPSDQ\YLVLWV KDYH
EHHQ LGHQWLILHG DV WRROV WR VWUHQJWKHQ WKH FLW\¶V LPDJH SDUWLFXODUO\ WR FRQILUP
&RORJQH¶V UHSXWDWLRQDVPHGLD WRZQEXW DOVR WRKLJKOLJKW ORFDWLRQDGYDQWDJHVDV LQ
WKHFDVHRIWKH5KHLQDXKDIHQSURMHFW
5HJLRQDODFWRUV LQ3D\VGH OD/RLUHKDYH OHVVSUREOHPVZLWKXVLQJ WKH WHUP
µLQGXVWULDO WRXULVP¶ ,Q WKHLU YLHZ LQGXVWULDO WRXULVP LV RQH RI WKH LQVWUXPHQWV WR
SURPRWH WKH UHJLRQ DV DQ DOWHUQDWLYH IRU 3DULV WXUQLQJ FLWL]HQV DQG YLVLWRUV LQWR
DPEDVVDGRUV$OVRORFDODXWKRULWLHVUHFRJQL]HWKHPDUNHWLQJYDOXHRIFRPSDQ\WRXUV
6W1D]DLUH VHHV LQGXVWULDO WRXULVP DV D VWUDWHJLF HOHPHQW RI DPRUH FRPSUHKHQVLYH
VWUDWHJ\WRLPSURYHWKHLPDJHRIWKHFLW\FRPSOHPHQWDU\WRSK\VLFDOFKDQJHVVXFKDV
WKH ZDWHUIURQW UHGHYHORSPHQW SURMHFW $QJHUV XVHV WKH HYHQW 0DGH LQ $QJHUV WR
SURPRWHWKHFLW\DQGLWVLQGXVWULHVWKRXJKPRVWO\DPRQJFLWL]HQV
1RWRQO\WKH&LW\RI5RWWHUGDPEXWDOVRQHLJKERXULQJWRZQVHJ6FKLHGDP









LPDJH ILW RI LQGXVWULDO WRXULVP/RFDO RUJDQLVDWLRQV ORRN DW LQGXVWULDO WRXULVP DV DQ
LQVWUXPHQW WR LPSURYH WKH LPDJH RI 7XULQ ,W EHFDPH DQ LQWHJUDWHG HOHPHQW RI D
FRPSUHKHQVLYH VWUDWHJ\ WKDW XVHG WKH 2O\PSLF:LQWHU *DPHV  DV FDWDO\VW IRU
FKDQJH&RPSDQ\ WRXUV WXUQ WRXULVWV LQWR DPEDVVDGRUV EXW DOVR DGG WR WKH SULGH RI
7XULQFLWL]HQVZKRWHQGWREHVRPHZKDWPRGHVWDERXWWKHLURZQWRZQ7KHDLPLVWR
GHPRQVWUDWH WKH UHJLRQ¶V H[FHOOHQFH LQ YDULRXV VHFWRUV DXWRPRWLYH GHVLJQ SHQV
DHURVSDFH OX[XU\SURGXFWVDQGIRRG1HDUO\DOO WKHVHVHFWRUVDUHUHFRJQLVHGDVµNH\
&RQGLWLRQVIRUXUEDQUHJLRQV
VHFWRUV¶ E\ WKH &KDPEHU RI &RPPHUFH /RFDO RUJDQLVDWLRQV FOHDUO\ XVH LQGXVWULDO
WRXULVP WR FRQYH\ DPRUH GLYHUVH SLFWXUH RI WKH UHJLRQPDNLQJ FOHDU WKDW 7XULQ LV
PRUH WKDQ)LDW5HJLRQDORUJDQLVDWLRQVKRZHYHUDUH UHOXFWDQW WRSURPRWH LQGXVWULDO






 ,Q DOO IRXU XUEDQ UHJLRQV UHSUHVHQWDWLYHV RI UHJLRQDO RUJDQLVDWLRQV
FRQILUPHGWKDWFRPSDQ\YLVLWVDUHDGHTXDWHWRROVWRLPSURYHWKHLPDJH





WKHLUHFRQRPLFGLYHUVLW\EXWDOVR WRFRQILUPH[LVWLQJ LPDJHV VXFKDV
PHGLDWRZQ&RORJQHSRUWFLW\5RWWHUGDPDQG7XULQ±KRPHRI)LDW
 3D\V GH OD /RLUH 5RWWHUGDP DQG 7XULQ KDYH DOO DGRSWHG D PRUH
VWUDWHJLFDSSURDFKWRLQGXVWULDOWRXULVPWKDQ&RORJQHWKHWKUHHUHJLRQV
KDYH H[SOLFLWO\ PHQWLRQHG FRPSDQ\ YLVLWV DV DQ LQWHJUDO SDUW RI
FRPSUHKHQVLYH VWUDWHJLHV WR HQKDQFH WKHLU LPDJH DQG FRPSHWLWLYH
SRVLWLRQ

$FFRUGLQJ WR K\SRWKHVLV + WKH FRQWULEXWLRQ RI LQGXVWULDO WRXULVP WR WKH
UHJLRQDO LPDJH GHSHQGV RQ WKH ILW EHWZHHQ LQGXVWULDO WRXULVP DQG WKH LQWHQGHG
UHJLRQDO LPDJH7KH ILQGLQJV LQ WKH IRXUFDVH VWXGLHVDVGLVFXVVHGDERYHDUH LQ OLQH




 ,Q 5RWWHUGDP WKH H[SOLFLW SROLF\ DWWHQWLRQ IRU LQGXVWULDO WRXULVP DV D VWUDWHJLF WRRO RI LPDJH
PDQDJHPHQWGHFUHDVHGFRQVLGHUDEO\ZLWKWKHUHRUJDQLVDWLRQRI5RWWHUGDP0DUNHWLQJLQ





RI LQGXVWULDO WRXULVP SRWHQWLDO %HORZ ZH ZLOO DGGUHVV WKH IRXU IDFWRUV ZH
GLVWLQJXLVKHG E\ UHYLHZLQJ WKHLU DFWXDO LPSDFW RQ WKH DELOLW\ WR DWWUDFW LQGXVWULDO














PHGLD VHFWRU DQG WKH DXWRPRWLYH LQGXVWU\2WKHU VWURQJ VHFWRUVZLWK VRPHZKDW OHVV
GLUHFWDSSHDOWRFRQVXPHUVEXWLQWHUHVWLQJIRUWHFKQLFDOYLVLWRUVDUHWKHSKDUPDFHXWLFDO
LQGXVWU\FKHPLFDOLQGXVWU\DQGHQHUJ\SURGXFWLRQ
,Q WKH3D\VGH OD/RLUH UHJLRQ WKHDJULFXOWXUDO DQG IRRG LQGXVWULHVDUHZHOO
UHSUHVHQWHG FRQVXPHURULHQWHG DFWLYLWLHV ZLWK LQGXVWULDO WRXULVP SRWHQWLDO 2WKHU




IRU D ODUJHU DXGLHQFH DOWKRXJK VHYHUDO GLVFXVVLRQSDUWQHUV DOVR HPSKDVL]H WKDWPRVW
FRPSDQLHV LQ WKH SRUW DUH QRW FRQVXPHURULHQWHG 7KH WUDQVKLSPHQW DQG VWRUDJH RI
FRQVXPHUJRRGVHJFDUVIUXLWLVH[SHFWHGWRKDYHPRUHLQGXVWULDOWRXULVPSRWHQWLDO
WKDQ WKH WUDQVKLSPHQW DQG VWRUDJH RI QRQFRQVXPHU JRRGV 2WKHU VHFWRUV WKDW KDYH
&RQGLWLRQVIRUXUEDQUHJLRQV
EHHQ LGHQWLILHG DV SRWHQWLDOO\ DWWUDFWLYH IRU PRVWO\ WHFKQLFDO YLVLWRUV DUH WKH KHDOWK
VHFWRUDQGWKHFUHDWLYHLQGXVWULHVDUFKLWHFWXUHDQGGHVLJQLQSDUWLFXODU
7KH 7XULQ UHJLRQ KDV D GLYHUVLILHG HFRQRPLF VWUXFWXUH ZLWK VHYHUDO NH\
LQGXVWULHV VHH FKDSWHU VHYHQ0RVW VHFWRUV WKDW SDUWLFLSDWH LQ0DGH LQ 7RULQR DUH
FRQVXPHURULHQWHG DXWRPRWLYH GHVLJQ SHQV IRRG DQG OX[XULRXV SURGXFWV
3DUWLFXODUO\ WKH IRRG DQGEHYHUDJHV VHFWRU LV SRSXODU DPRQJ WRXULVWV ± DOVR WKURXJK
RWKHUFKDQQHOV±DVZHH[SHFWHG7KHRQO\EXVLQHVVWREXVLQHVVVHFWRU WKDWKDVEHHQ






7KH FDVH VWXGLHV HQDEOH XV WR IRUPXODWH WZR JHQHUDO FRQFOXVLRQV RQ WKH
UHOHYDQFHRIWKHDWWUDFWLYHQHVVRIILUPVDVGHWHUPLQDQWRILQGXVWULDOWRXULVPSRWHQWLDO

 7KHUH LV EURDG FRQVHQVXV DPRQJ UHJLRQDO RUJDQLVDWLRQV WKDW WKH
DWWUDFWLYHQHVVRIWKHILUPVLVDNH\GHWHUPLQDQWRIWKHUHJLRQ¶VDELOLW\WR
DWWUDFW LQGXVWULDO WRXULVWV ,Q PRVW FDVHV ZH REVHUYH D IRFXV RQ
FRQVXPHURULHQWHGVHFWRUVVXFKDVIRRGPHGLDGHVLJQDQGDXWRPRWLYH
7KLV LPSOLHV WKDW UHJLRQV ZLWK PDQ\ ILUPV LQ WKHVH VHFWRUV KDYH DQ
DGYDQWDJH RYHU UHJLRQV ZLWK IHZ RI WKHVH FRPSDQLHV ,Q 5RWWHUGDP
VRPH UHJLRQDO DFWRUV FRQVLGHU WKH ODFN RI FRQVXPHURULHQWHG ILUPV D
UHDVRQQRWWRSURPRWHLQGXVWULDOWRXULVPGHYHORSPHQW
 6HYHUDO EXVLQHVVWREXVLQHVV VHFWRUV KDYH EHHQ LGHQWLILHG DV SRVVLEOH
DWWUDFWLRQVIRUWHFKQLFDOYLVLWRUV5HJLRQVWHQGWRIRFXVRQWKHVHFWRUVLQ
ZKLFK WKH\ DUH VSHFLDOLVHG DQG VHFWRUV ZLWK JURZWK SRWHQWLDO HJ
VXVWDLQDEOH HQHUJ\ SURGXFWLRQ 6HYHUDO GLVFXVVLRQ SDUWQHUV LQ
5RWWHUGDPKDYHKLJKH[SHFWDWLRQVRIWKHUHJLRQ¶VDELOLW\WRDWWUDFWWKLV
W\SH RI LQGXVWULDO WRXULVWV ZLWK WKH µVPDUW SRUW¶ NQRZQ DOO RYHU WKH
ZRUOGDVPDMRUDWWUDFWLRQ

,Q FRQFOXVLRQ WKH ILQGLQJV VXSSRUW VXEK\SRWKHVLV+ZKLFK DUJXHV WKDW D
UHJLRQ¶VSRWHQWLDOWRDWWUDFWLQGXVWULDOWRXULVWVVWURQJO\GHSHQGVRQWKHDWWUDFWLYHQHVVRI
WKH ILUPV LW DFFRPPRGDWHV 3DUWLFXODUO\ UHOHYDQW LQ WKLV UHVSHFW LV WKH PL[ RI

FRQVXPHURULHQWHG ILUPV DQG EXVLQHVVWREXVLQHVV ILUPV$QRWKHU FRQFOXVLRQ LV WKDW
UHJLRQDORUJDQLVDWLRQVWDNHWKHDWWUDFWLYHQHVVRIWKHILUPVDVDJLYHQIDFWMXVWOLNHKRVW
ILUPV GR 5HJLRQDO SROLFLHV WKDW SRWHQWLDOO\ LPSURYH WKH DWWUDFWLYHQHVV RI WKH ILUPV
HJ VWLPXODWLQJVWDUWXSV DWWUDFWLQJ LQZDUG LQYHVWPHQWDUHQRWSULPDULO\GULYHQE\
LQGXVWULDO WRXULVP FRQVLGHUDWLRQV :KDW UHJLRQDO RUJDQLVDWLRQV FDQ GR LV PDNLQJ
DWWUDFWLYHILUPV%&DQG%%PRUHDZDUHRIWKHLUDWWUDFWLYHQHVVIRUYLVLWRUV,QWKLV
ZD\ WKH\PD\HQKDQFH WKH VXSSO\RI LQGXVWULDO WRXULVP WREHGLVFXVVHG LQ WKHQH[W
VXEVHFWLRQ
 7KHVXSSO\RILQGXVWULDOWRXULVP





UHTXLUHPHQWV LI WKH\ZDQW WR EH LQFOXGHG LQ WKH OLVWV RI WKH&KDPEHU RI&RPPHUFH
DQGRUWKHWRXULVPRUJDQLVDWLRQ$OWKRXJK([SHGLWLRQ&RORQLDPD\VWLPXODWHILUPVWR
RSHQWKHLUGRRUV±DOVRDWRWKHURFFDVLRQV±WKLVLVQRWWKHH[SOLFLWDLPRIWKHLQLWLDWRUV
WKH WRXULVPRUJDQLVDWLRQEHLQJRQHRI WKHP7KH WRXUVGXULQJ WKLV HYHQW DUHPDGH
DWWUDFWLYHKRZHYHU IRU LQVWDQFHE\DVNLQJ9,3V IDPRXVDFWRUV SROLWLFLDQV HWF WR
EHFRPHWRXUJXLGHV
$PRUHSURDFWLYHDSSURDFKFDQEHREVHUYHGLQ3D\VGHOD/RLUH,QWKLVUHJLRQ
9LVLW 2XU &RPSDQLHV VWLPXODWHV DWWUDFWLYH ILUPV WR RSHQ WKHLU GRRUV ZKLOH WKH





DQG WKH SRUW:LWK WKH DVVLVWDQFH RI WKLV SXEOLF RUJDQLVDWLRQ WKH FRPSDQLHV FDQ EH
YLVLWHGPRUH RIWHQ ZKLOH SURIHVVLRQDO JXLGHV KDYH DGGHG WR WKH TXDOLW\ ,Q$QJHUV







RI LQGXVWULDO WRXULVP $OUHDG\ LQ WKH V WKH IRXQGDWLRQ ,QGXVWULHHO 7RHULVPH
SURGXFHGDEURFKXUHWRJHWKHUZLWKWKH'XWFK0LQLVWU\RI(FRQRPLF$IIDLUVRQKRZWR
XVHFRPSDQ\WRXUVDV35WRRO7KH:RUOG3RUW'D\VPD\DOVRVWLPXODWHSDUWLFLSDQWVWR
RSHQ WKHLU GRRUV PRUH RIWHQ EXW WKLV LV QRW DQ H[SOLFLW DLP 7KH 5RWWHUGDP 3RUW
([SHULHQFH RSHQHG LQ  FORVHG LQ  LV WKH PRVW UHFHQW DGGLWLRQ WR WKH




VHFWLRQZLWK D UHODWLYHO\ GHIHQVLYH DSSURDFK LQ WKHLU DWWHPSWV WR VWLPXODWH ILUPV WR
RSHQ WKHLU GRRUV IRU YLVLWRUV ,W LV QRW DQ H[SOLFLW DLP RI WKH SURJUDPPH WR PDNH
FRPSDQLHV DZDUH RI WKHLU LQWHUHVW LQ LQGXVWULDO WRXULVP 7XULVPR 7RULQR GRHV QRW





LQ WKH IRXUXUEDQ UHJLRQVZHDQDO\VHG3D\VGH OD/RLUHKDV WKHPRVW
SURDFWLYH SROLF\ ZKLFK PD\ DOVR H[SODLQ WKH DFKLHYHPHQWV RI WKLV
UHJLRQLQWKHILHOGRILQGXVWULDOWRXULVP4XDOLW\FRQWUROVHHPVWRKDYH
EHFRPHDQLQVWUXPHQWWKDWQRWRQO\KHOSVWRVHFXUHWKHTXDOLW\RIWRXUV
EXW DOVR WR HQKDQFH WKHTXDQWLW\ DQ LQFUHDVLQJQXPEHURI FRPSDQLHV
ZDQWWREHµDFFUHGLWHG¶DVKRVWILUPV
 &RPSDUDEOH ZLWK 3D\V GH OD /RLUH 5RWWHUGDP ZDQWV WR PDNH
FRPSDQLHVPRUHDZDUHRIWKHLULQWHUHVWLQLQGXVWULDOWRXULVP7KLVFDQ
EH GRQH E\ D EURFKXUH EXW SUREDEO\ PRUH LQWHUDFWLYH PHDQV RI
FRPPXQLFDWLRQ DUH PRUH HIIHFWLYH ZRUNVKRSV FRQIHUHQFHV FRXUVHV
HWF &RORJQH DQG 7XULQ KDYH DGRSWHG D PRUH GHIHQVLYH DSSURDFK
PDNLQJIHZHIIRUWVWRHQKDQFHWKHVXSSO\RISRWHQWLDOKRVWILUPV
 7KHLPSDFWRIRSHQGRRUHYHQWVDQGSXEOLFYLVLWRUFHQWUHVVXFKDVWKH
5RWWHUGDP 3RUW ([SHULHQFH RQ UHJXODU FRPSDQ\ YLVLWV KDV UHPDLQHG
XQFOHDU 2Q WKH RQH KDQG LW FDQ EH DUJXHG WKDW VXFK HYHQWV DQG
IDFLOLWLHVVWLPXODWHFRPSDQLHVWRRSHQWKHLUGRRUVPRUHRIWHQ2QWKH











VXSSRUWLQJFRQGLWLRQV IRU LQGXVWULDO WRXULVPSRWHQWLDOKDYHEHHQ LGHQWLILHG7KH ILUVW
VXSSRUWLQJ IDFWRU FRQFHUQV WKH TXDOLW\ RI WKH ORFDWLRQV ZKHUH FRPSDQ\ WRXUV DUH
VXSSOLHG ± WKH LPPHGLDWH HQYLURQPHQW EXW DOVR WKH SRVLWLRQ RI WKH UHJLRQ LQ
LQWHUQDWLRQDOQHWZRUNV±DQGWKHDFFHVVWRYLVLWRUIDFLOLWLHVLQSDUWLFXODU
,QWKHFDVHRI&RORJQHFRPSDQLHVWKDWRSHQWKHLUGRRUVDUHVLWXDWHGDWGLIIHUHQW
ORFDWLRQV LQ WKH UHJLRQZLWK UHODWLYHO\JRRGDFFHVV IURP WKHFLW\3XEOLF WUDQVSRUW LV
ZHOO RUJDQLVHG)XUWKHUPRUH&RORJQH KDV WKH DGYDQWDJH RI EHLQJZHOO FRQQHFWHG WR
WKH RXWVLGHZRUOGZLWK D KLJKVSHHG WUDLQ VWDWLRQ DQG LQWHUQDWLRQDO DLUSRUWV DW VKRUW
GLVWDQFH7KHUHDUHQRLQGXVWULDO WRXULVPSROLFLHVWRLPSURYHWKHTXDOLW\RIORFDWLRQV
DSDUWIURPWKHUHGHYHORSPHQWSURMHFW5KHLQDXKDIHQZKLFKLVDQDWWUDFWLRQLQLWVRZQ
ULJKW 5HJLRQDO RUJDQLVDWLRQV GR QRW GHYHORS YLVLWRU IDFLOLWLHV WKDW DUH VSHFLILFDOO\
PHDQW IRU LQGXVWULDO WRXULVWV &RPSDQLHV DUH DOVR QRW VWLPXODWHG WR LQYHVW LQ YLVLWRU





0DQ\ ILUPV DUH ORFDWHG LQ WKH FRXQWU\VLGH DQG FDQ RQO\ EH UHDFKHG E\ SULYDWH
WUDQVSRUW 7KH DELOLW\ WR DWWUDFW LQWHUQDWLRQDO LQGXVWULDO WRXULVWV ZLOO EH IXUWKHU
HQKDQFHGZLWKWKHFRQVWUXFWLRQRIDQHZDLUSRUW9LVLW2XU&RPSDQLHVKDVLGHQWLILHG
WKHTXDOLW\RIWKHORFDWLRQDVDQLPSRUWDQWFRQGLWLRQWRDWWUDFWYLVLWRUVWKH\VWLPXODWH
ILUPV WR LPSURYH WKHTXDOLW\RI WKHLU LPPHGLDWHHQYLURQPHQW(VFDO¶$WODQWLFH[SHFWV




RWKHU IDFLOLWLHV VXFK DV D UHFHSWLRQ D URRP IRU SUHVHQWDWLRQV DQG WRLOHWV DUH
UHFRPPHQGHG7KHRUJDQLVDWLRQVWLPXODWHVH[FKDQJHRILGHDVWRXSJUDGHIDFLOLWLHV,Q
6W1D]DLUHWKHSXEOLFRUJDQLVDWLRQ(VFDO¶$WODQWLFSOD\VDNH\UROHZLWKLQYHVWPHQWVLQ
YLVLWRU IDFLOLWLHV RQ WKH VLWH VXFK DV D IRRWEULGJH LQIRUPDWLRQ VLJQV DQG LQGLFDWHG





DWWUDFWLRQEXWDOVRDFWVDVEDUULHU IRUFRPSDQ\YLVLWV&RQJHVWHGURDGVUHVXOW LQ ORQJ
DQG XQFHUWDLQ WUDYHO WLPHV ZKLFK LV SUREOHPDWLF IRU WKH FRDFKHV RI ,QGXVWULHHO
7RHULVPH DQG (,&:DWHU WUDQVSRUW FRXOG GHILQLWHO\ DGG WR WKH H[SHULHQFH EXW LV
FRQVLGHUHGWRRVORZ0RUHH[SHQVLYHµIDVWIHUULHV¶PD\EHWKHVROXWLRQDOWKRXJKDSDUW
IURPFRVWVDOVRVDIHW\LVVXHVFRPSOLFDWHWKHXVHRIWKLVPRGHRIWUDQVSRUWIRULQGXVWULDO
WRXULVP LQ WKH ZHVWHUQ SDUW RI WKH SRUW 7KH H[WHUQDO DFFHVVLELOLW\ RI 5RWWHUGDP
KRZHYHU LV H[FHOOHQW DQGKDVEHHQ LPSURYHGZLWK WKHFRQQHFWLRQ WR WKHKLJKVSHHG
WUDLQQHWZRUNZKLFKKDVUHGXFHG WUDYHO WLPH WR WKH LQWHUQDWLRQDODLUSRUWRI6FKLSKRO
0DQ\ UHJLRQDO VWDNHKROGHUV KDYH KLJK H[SHFWDWLRQV RI WKH UHGHYHORSPHQW RI
6WDGVKDYHQV ZKLFK FRXOG PDNH WKH FLW\ PRUH DWWUDFWLYH EXW DOVR JHQHUDWHV
RSSRUWXQLWLHVIRULQGXVWULDOWRXULVP7KHODFNRIYLVLWRUIDFLOLWLHVKDVEHHQUHFRJQLVHG
E\ VHYHUDOGLVFXVVLRQSDUWQHUV DV DEDUULHU LQ WKHGHYHORSPHQWRI LQGXVWULDO WRXULVP
3DUWLFXODUO\ LQ WKH UHPRWH SDUWV RI WKH SRUW 0DDVYODNWH (XURSRRUW WKH VXSSO\ RI





WRXULVP WKH RUJDQLVHUV RI 0DGH LQ 7RULQR RQO\ FRRSHUDWH ZLWK ILUPV WKDW FDQ EH
UHDFKHGZLWKLQDRQHKRXUGULYHIURPWKHFLW\7KH\DUJXHWKDWDYLVLWLQFOXGLQJWUDYHO
WLPHVKRXOGQRWWDNHORQJHUWKDQRQHPRUQLQJRUDIWHUQRRQ7KHH[WHUQDODFFHVVLELOLW\
LV VXIILFLHQW DQG ZLOO EH LPSURYHG ZLWK WKH KLJKVSHHG WUDLQ FRQQHFWLRQ WR WKH










FRQYLQFH FRPSDQLHV WR LQYHVW LQ WKHLU LPPHGLDWH HQYLURQPHQW2WKHU
UHJLRQV ILQG WKH TXDOLW\ RI WKH LPPHGLDWH HQYLURQPHQW UHOHYDQW IRU
LQGXVWULDO WRXULVP EXW GHYHORS QR VSHFLILF SROLFLHV WR LPSURYH WKH
TXDOLW\RIWKHHQYLURQPHQW
 0DQ\GLVFXVVLRQSDUWQHUV UHSUHVHQWLQJ UHJLRQDORUJDQLVDWLRQV LQGLFDWH
WKDWDFFHVVLELOLW\LVDQLPSRUWDQWIDFWRULQWKHGHYHORSPHQWRILQGXVWULDO




&RORJQH DQG 6WDGVKDYHQV 5RWWHUGDP KHOS WR LPSURYH WKH




UHOHYDQFH RI YLVLWRU IDFLOLWLHV IRU LQGXVWULDO WRXULVWV +RZHYHU WKH\
DQWLFLSDWHWKHQHHGIRUWKHVHIDFLOLWLHVLQGLIIHUHQWZD\V:KLOHDFWRUVLQ
&RORJQH 5RWWHUGDP DQG 7XULQ KDUGO\ GR DQ\WKLQJ WR LPSURYH WKH
VLWXDWLRQDSDUWIURPVXSSO\LQJWUDQVSRUW3D\VGHOD/RLUHKDVFOHDUO\
LQYHVWHG LQYLVLWRU IDFLOLWLHVGLUHFWO\DQG LQGLUHFWO\E\VWLPXODWLQJ WKH
SULYDWHVHFWRUWRWDNHDFWLRQ

7KH REVHUYDWLRQV OLVWHG DERYH DUH LQ OLQH ZLWK VXEK\SRWKHVLV + ZKLFK
VWDWHVWKDWDUHJLRQ¶VSRWHQWLDOWRDWWUDFWLQGXVWULDOWRXULVWVLVVXSSRUWHGE\WKHTXDOLW\
RI WKH ORFDWLRQV DQG WKH YLVLWRU IDFLOLWLHV ,PSURYHPHQWV LQ WKH ORFDWLRQ DQG
DFFHVVLELOLW\ZRXOGGHILQLWHO\HQKDQFHWKHDELOLW\WRDWWUDFWLQGXVWULDOWRXULVWV$JRRG
VXSSO\RI YLVLWRU IDFLOLWLHVPDNHV DQXUEDQ UHJLRQPRUH DSSHDOLQJ DVGHVWLQDWLRQ IRU
LQGXVWULDO WRXULVWV ,Q SUDFWLFH KRZHYHU PRVW LPSURYHPHQWV DUH QRW GULYHQ E\ WKH
DPELWLRQWRGHYHORSLQGXVWULDO WRXULVPEXWE\RWKHUDPELWLRQVWRGHYHORSWKHUHJLRQ
&RQGLWLRQVIRUXUEDQUHJLRQV




RI SURPRWLRQDO DFWLYLWLHV 'R WKH UHJLRQDO RUJDQLVDWLRQV DFWLYHO\ SURPRWH FRPSDQ\
YLVLWVRULVLQIRUPDWLRQGLIILFXOWWRILQG"
,Q&RORJQH WKHFLW\¶VDLPWRSURPRWHLWVHOIDVPHGLDFDSLWDORI*HUPDQ\KDV











/RLUHXVHV YDULRXVPHDQV RI FRPPXQLFDWLRQ WR SURPRWH FRPSDQ\ WRXUV DQ DQQXDO
JXLGH SUHVVPHHWLQJV VSHFLDO WRXUV IRU WRXU RSHUDWRUV DQG WUDYHO DJHQFLHV DQG IUHH
SXEOLFLW\ 7KH RUJDQLVDWLRQ¶VZHEVLWH ± LQ )UHQFK RQO\ ± SURYLGHV D FRPSUHKHQVLYH
RYHUYLHZRIDOOWRXUVVXSSOLHGE\LWVPHPEHUV7RXULVWVFDQHDVLO\ILQGFRPSDQ\WRXUV




7KH SURPRWLRQ RI LQGXVWULDO WRXULVP LQ 5RWWHUGDP LV IUDJPHQWHG 6HYHUDO
RUJDQLVDWLRQV HJ ,QGXVWULHHO 7RHULVPH (,& DQG 5RWWHUGDP 0DUNHWLQJ LQIRUP
LQGXVWULDO WRXULVWVDERXW WKHSRVVLELOLWLHVEXW WKHUH LVQRGDWDEDVHRU OLVWRIFRPSDQ\
WRXUV 5RWWHUGDP 0DUNHWLQJ UHIHUV WR YDULRXV LQGXVWULDO WRXULVP SURGXFWV HJ
)XWXUHODQG 5RWWHUGDP 3RUW ([SHULHQFH WKH WRXUV RI ,QGXVWULHHO 7RHULVPH WKRXJK

 .|OQ %RQQ $LUSRUW WKH &RORJQH 7UDGH )DLU 0HVVH 5HJLRQDOH  WKH &LW\ RI /HYHUNXVHQ
1DWXUDUHQD %HUJLVFKHV /DQG 5KHLQ(UIW.UHLV 5KHLQ.UHLV1HXVV DQG WKH 5HJLRQ %RQQ5KHLQ
6LHJ$KUZHLOHU

ZLWKRXW KLJKOLJKWLQJ WKH UHJLRQ¶V WRWDO VXSSO\ 7KH ZHEVLWH RI WKH IRXQGDWLRQ
,QGXVWULHHO7RHULVPHLVHDVLO\ILQGDEOHDQGSUHVHQWVLQIRUPDWLRQLQIRXUODQJXDJHVEXW
GRHVQRWSURYLGHDFRPSOHWHRYHUYLHZRIFRPSDQ\YLVLWVHLWKHU
,Q WKHFDVHRI7XULQ LQIRUPDWLRQDERXW LQGXVWULDO WRXULVP LVSURYLGHGE\ WKH
ZHEVLWHRI7XULVPR7RULQR LQ ,WDOLDQ(QJOLVK DQG)UHQFK7KLVZHEVLWH KRZHYHU
RQO\ JLYHV LQIRUPDWLRQ DERXW WKH WRXUV RUJDQLVHG E\ 0DGH LQ 7RULQR $QRWKHU
ZHDNQHVVLVWKHILQGDELOLW\RIWKLVLQIRUPDWLRQ7KHLQLWLDWRUVFOHDUO\LQYHVWPRUHWLPH
LQJHWWLQJIUHHSXEOLFLW\ WRSURPRWH WKHSURJUDPPHLWVHOI WKDQLQDFWXDOO\VHOOLQJ WKH
WRXUV*LYHQWKHH[FHVVGHPDQGDQGWKHOLPLWHGFDSDFLW\WKHUHLVQRQHHGWRSURPRWH
WKHWRXUVPRUHDFWLYHO\




RQ WRXULVP ZHEVLWHV ZH KDYH REVHUYHG GLIIHUHQW DSSURDFKHV WR WKH
SURPRWLRQRI LQGXVWULDO WRXULVP3D\VGH OD/RLUH LVPRUHDFWLYH WKDQ
WKH RWKHU XUEDQ UHJLRQV H[SHFWLQJ LQGXVWULDO WRXULVP WR EHFRPH D
VRXUFHRILQFRPHDQGHPSOR\PHQW
 ,Q 5RWWHUGDP 7XULQ DQG &RORJQH WKH ILQGDELOLW\ RI LQIRUPDWLRQ RQ





QRW RQO\ WDUJHW YLVLWRUV EXW DOVR RWKHU VWDNHKROGHUV VXFK DV WUDYHO
DJHQFLHVWRXURSHUDWRUVDQGWKHPHGLD7KHHPSLULFDOVWXG\VKRZVWKDW




7KHVH FRQFOXVLRQV DUH LQ OLQHZLWK VXEK\SRWKHVLV+ZKLFK VWDWHV WKDW DQ
XUEDQUHJLRQ¶VSRWHQWLDOWRDWWUDFWLQGXVWULDOWRXULVWVLVVXSSRUWHGE\WKHSURPRWLRQRI
LQGXVWULDO WRXULVP,IXUEDQUHJLRQVORRNDW LQGXVWULDO WRXULVPDVDVRXUFHRI LQFRPH




   &RQF OXV LRQV 
7KH IRXU FDVH VWXGLHV KDYH SURYLGHG VXSSRUWLQJ HYLGHQFH IRU WKH K\SRWKHVHV
ZH IRUPXODWHG ZLWK UHJDUG WR WKH FRQGLWLRQV XQGHU ZKLFK UHJLRQV EHQHILW IURP
LQGXVWULDOWRXULVPGHYHORSPHQW:HKDYHLOOXVWUDWHGWKHUHOHYDQFHRIWKHIRXUWKILIWK
DQG VL[WK K\SRWKHVLV ± LQFOXGLQJ VXEK\SRWKHVHV ±ZLWK YDULRXV GDWD IURP WKH IRXU
XUEDQ UHJLRQV :H KDYH GHPRQVWUDWHG WKDW FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ WKH
LPDJH ILW RI LQGXVWULDO WRXULVP DQG WKH LQGXVWULDO WRXULVP SRWHQWLDO LQIOXHQFH WKH
SROLFLHVRIUHJLRQDORUJDQLVDWLRQV2XUFRPSDUDWLYHDQDO\VLVKDVDOVRPDGHFOHDUWKDW
VRPH UHJLRQV DUH LQ D PRUH IDYRXUDEOH SRVLWLRQ WR EHQHILW IURP LQGXVWULDO WRXULVP
GHYHORSPHQW WKDQ RWKHU UHJLRQV &RQWH[W IDFWRUV ± VXFK DV WKH LQKHULWHG HFRQRPLF
VWUXFWXUHDQGWKHSUHVHQFHRIRWKHUWRXULVWDWWUDFWLRQV±RIWHQH[SODLQWKHUHJLRQ¶VYLHZ
RQLQGXVWULDOWRXULVP
6LPLODU WR WKH FRQGLWLRQV IRU KRVW ILUPV DV GLVFXVVHG LQ FKDSWHU HLJKW WKH
FRQGLWLRQV IRU UHJLRQDO ERGLHV DUH LQWHUUHODWHG )RU LQVWDQFH SURPRWLRQDO DFWLYLWLHV
+GHSHQGRQWKHGHJUHHWRZKLFKLQGXVWULDOWRXULVPILWLQWKHUHJLRQDOLPDJH+
DQG WKH GHVLUHG FRPSRVLWLRQ RI WKH YLVLWRU JURXSV + $OVR IRU UHJLRQDO
RUJDQLVDWLRQVZHIRXQGWKDWVRPHUHJDUGFRPSDQ\YLVLWVPDLQO\DVDVRXUFHRILQFRPH
ZKLOH RWKHUV VHH LQGXVWULDO WRXULVP PDLQO\ DV D WRRO RI SXEOLF UHODWLRQV ZLWK
FRQVHTXHQFHV IRU WKHLUSUHIHUHQFHVDQGSROLFLHV UHJDUGLQJPDQ\RWKHUDVSHFWVRI WKH
PRGHO
7KH DQDO\VLV RI UHJLRQDO FRQGLWLRQV KDV WKH WZR VDPH OLPLWDWLRQV DV WKH








$FRPPRQDJHQGD HQDEO LQJ  
FRRUG LQD WHG DF W LRQ 
   ,Q WURGXF W LRQ 
,Q WKH WZR SUHYLRXV FKDSWHUV ZH HPSLULFDOO\ WHVWHG WKH YDOLGLW\ RI WKH
FRQGLWLRQV XQGHUZKLFK KRVW ILUPV FKDSWHU HLJKW DQG XUEDQ UHJLRQV FKDSWHU QLQH
H[SHFWWREHQHILWIURPLQGXVWULDOWRXULVPGHYHORSPHQW7KHSUHVHQWFKDSWHUFRPELQHV





WRXULVP GHYHORSPHQW FDQ FUHDWH DGGHG YDOXH WKDW EHQHILWV ERWK WKH FRPSDQLHV WKDW
RSHQ WKHLU GRRUV DQG WKH UHJLRQV LQ ZKLFK WKH\ DUH ORFDWHG &RRUGLQDWHG DFWLRQ
UHTXLUHV D FRPPRQ DJHQGD WKDW QRW RQO\ VHWV SULRULWLHV DQG REMHFWLYHV EXW DOVR
VSHFLILHVWKHGLYLVLRQRIUROHVDQGWDVNVEHWZHHQWKHYDULRXVDFWRUV




UHJLRQV DUH FRPSDWLEOH RU FRQIOLFWLYH ± DQG ZKDW WKH LPSOLFDWLRQV DUH IRU WKH

GHYHORSPHQWRIDFRPPRQDJHQGDRQLQGXVWULDOWRXULVPGHYHORSPHQW2XUDQDO\VLVLV
VWUXFWXUHG DORQJ WKH WKUHH FRQGLWLRQV WKDW DUH UHOHYDQW IRU ERWK VLGHV WKH
FKDUDFWHULVWLFV RI WKH YLVLWRU IORZ WKH ILW EHWZHHQ LQGXVWULDO WRXULVP DQG LQWHQGHG
LPDJHVDQGGHWHUPLQDQWVRIWKHLQGXVWULDOWRXULVPSRWHQWLDO





































2Q WKH FRQWUDU\ KRVW ILUPV DUH GHDOLQJ ZLWK OLPLWHG FDSDFLWLHV WR DGVRUE
YLVLWRUV 7KH\ HLWKHU WHQG WR EH UHDFWLYH DQG UHVWULFWLYH SD\LQJ DWWHQWLRQ WR WKH
$FRPPRQDJHQGDHQDEOLQJFRRUGLQDWHGDFWLRQ
FRPSRVLWLRQRUWKH\DUHORRNLQJIRUZD\VWRLQFUHDVHYLVLWRUQXPEHUVZLWKRXWFDXVLQJ
FRQIOLFWV ZLWK WKH SULPDU\ SURFHVV 9LVLWRU FHQWUHV HJ WKH 5RWWHUGDP 3RUW
([SHULHQFH DQG RSHQ GRRU HYHQWV VXFK DV0DGH LQ $QJHUV WKH:RUOG 3RUW 'D\V
0DGH LQ7RULQR DQG([SHGLWLRQ&RORQLD SUHVHQW RSWLRQV WRPHHW WKH SUHIHUHQFHV RI
ERWK UHJLRQV DQG FRPSDQLHV ZLWK UHJDUG WR YLVLWRU QXPEHUV +HQFH DOWKRXJK KRVW





ILUPV 7KH\ WHQG WR EH PRUH VHOHFWLYH ZLWK VWDNHKROGHU PDQDJHPHQW DV JXLGLQJ
SULQFLSOHH[SODLQLQJFORVHGGRRUVIRUOHLVXUHWRXULVWVDWQRQFRQVXPHURULHQWHGILUPV
$OVR WKH VFDOH RQ ZKLFK FRPSDQLHV RSHUDWH LV UHIOHFWHG LQ SUHIHUHQWLDO SROLFLHV
5HJLRQDORUJDQLVDWLRQVDUHLQJHQHUDOOHVVFKRRV\ZLWKWKHH[FHSWLRQWKDWWKH\VHHP
WR SUHIHU WUDYHOOHUV IURP DEURDGZKLFK VRPHWLPHV FRQIOLFWV ZLWK WKH SUHIHUHQFHV RI
KRVWILUPV
































&RPSDWLEOH LQWHUHVWV PDQLIHVW WKHPVHOYHV LI ERWK FRPSDQLHV DQG UHJLRQDO
RUJDQLVDWLRQVFRQVLGHU LQGXVWULDO WRXULVPDVD WRRORIPDQDJLQJ WKH UHODWLRQEHWZHHQ
EXVLQHVVDQGVRFLHW\RIWHQUHVXOWLQJLQDIRFXVRQUHODWLYHO\\RXQJLQKDELWDQWVRIWKH
UHJLRQ*RRGH[DPSOHVDUHWKHRSHQGRRUHYHQWVLQ5RWWHUGDP$QJHUVDQG&RORJQH
$QRWKHU SRWHQWLDO HOHPHQW RI D FRPPRQ DJHQGD ± LGHQWLILHG E\ WKH &KDPEHUV RI
&RPPHUFH DQG ,QGXVWU\ LQ 5RWWHUGDP DQG &RORJQH ± LV D MRLQW IRFXV RQ WHFKQLFDO





$OVR WKH VSUHDGRI LQGXVWULDO WRXULVWV LQ WLPH LVPXFKPRUHDQ LVVXH IRUKRVW
ILUPVWKDQLWLVIRUUHJLRQV5HJLRQVZLWKRXWYLVLWRUFDSDFLW\SUREOHPV±ZKLFKDSSOLHV
WRUHJLRQVWKDWDUHQRWW\SLFDOWRXULVWGHVWLQDWLRQVVXFKDV5RWWHUGDP7XULQDQG3D\V
GH OD/RLUH±FDQXVH LQGXVWULDO WRXULVP WRDWWUDFW WRXULVWVGXULQJ ORZVHDVRQ DVZH
H[SHFWHGEXWDOVRWRDWWUDFWPRUHWRXULVWVGXULQJKLJKVHDVRQ
































7KH FDVH VWXGLHV VKRZ WKDW DOWKRXJK UHJLRQDO RUJDQLVDWLRQV SUHIHU ORQJ
µRSHQLQJKRXUV¶WKLVQRWDOZD\VUHVXOWVLQDFWXDOSROLFLHVWRWKDWHQGHJLQFHQWLYHVWR
RSHQGRRUVPRUHRIWHQDV LQ WKHFDVHRI9LVLW2XU&RPSDQLHV LQ3D\VGH OD/RLUH
+RVWILUPVILQGWKHVSUHDGRIYLVLWRUVPRUHUHOHYDQW:HIRXQGWKDWWKHLUSUHIHUHQFHV
GHSHQG RQ KRZ WKH\ RUJDQLVH FRPSDQ\ WRXUVZKLFK LV FORVHO\ UHODWHG WRZKDW WKH\
H[SHFWIURPLQGXVWULDOWRXULVPWKHLUVWUDWHJLHV$UHWKHWRXUVJLYHQE\HPSOR\HHVRU
SURIHVVLRQDO JXLGHV" 'R WKH\ RSHUDWH YLVLWRU FHQWUHV" 0RVW UHOHYDQW LV WKH FRVW
VWUXFWXUHLIWRXUVLQFXUIL[HGFRVWVFRPSDQLHVSUHIHUHTXDOVSUHDGLIWRXUVLQFXUVWHS
FRVWV WKH\ DWWDFK LPSRUWDQFH WR DQ RSWLPXP XVH RI FDSDFLW\ VRPH VSUHDG VRPH
FRQFHQWUDWLRQLI WKHUHDUHRQO\LQWHUQDOFRVWVWKH\DLPIRUVKRUWµRSHQLQJKRXUV¶,Q
JHQHUDO ZH FDQ FRQFOXGH WKDW LW EHFRPHV HDVLHU WR GHYHORS D FRPPRQ DJHQGD WKDW
WDUJHWV DQ HTXDO VSUHDG RI YLVLWRUV WKH PRUH FRPSDQLHV DUH ZLOOLQJ WR LQYHVW LQ
LQGXVWULDO WRXULVP:LWKRXWSULYDWH LQYHVWPHQWV LW LVPRUHOLNHO\ WKDWUHJLRQDOERGLHV
DQGKRVW ILUPV ILQG HDFKRWKHU LQ WKH MRLQW RUJDQLVDWLRQ RI RSHQGRRU HYHQWVZKLFK
LPSOLHVDFRQFHQWUDWLRQRIYLVLWRUVLQDZHHNRUPRQWKWKDWVXLWVERWKSDUWLHV
   7KH  I L W EH WZHHQ  LQGXV WU LD O  W RXU L VPDQG  LQ WHQGHG  LPDJHV 
7KHVHFRQGFRQGLWLRQWKDWDSSOLHVWRERWKILUPVDQGWKHUHJLRQVLQZKLFKWKH\
DUHORFDWHGLVWKHDGHTXDF\RILQGXVWULDOWRXULVPDVDWRRORILPDJHPDQDJHPHQW7KH
TXHVWLRQ WR EH DQVZHUHG QRZ LV LI KRVW ILUPV DQG UHJLRQDO RUJDQLVDWLRQV FDQ UHDFK
FRQVHQVXVRQWKLVDVSHFW7KHHPSLULFDOVWXG\GHPRQVWUDWHVWKDWWKHLQWHUHVWVRIERWK
VLGHV DUH RIWHQ FRPSDWLEOH WKXV SUHVHQWLQJ RSSRUWXQLWLHV IRU WKH GHYHORSPHQW RI D
FRPPRQDJHQGDWKDWHQDEOHVFRRUGLQDWHGDFWLRQ
7KH FDVH VWXGLHV UHYHDO WKDW KRVW ILUPV DQG UHJLRQV DUH SULPDULO\ FRQFHUQHG
DERXW WKHLU RZQ LPDJH 0DQ\ ILUPV FRQVLGHU FRPSDQ\ YLVLWV DV D WRRO RI SXEOLF
UHODWLRQVZKLOHXUEDQUHJLRQVVHHLQGXVWULDOWRXULVPDVDQLQWHJUDWHGHOHPHQWRIWKHLU
SODFHPDUNHWLQJDQGHFRQRPLFGHYHORSPHQWVWUDWHJLHV:KDWELQGVWKHWZRWRJHWKHU
KRZHYHU LV WKHFRPPRQLQWHUHVW LQDJRRGLPDJHRIDUHJLRQ¶VLQGXVWULHV)URPRXU
DQDO\VLV RI SXEOLF DQG SULYDWH LQWHUHVWVZH FDQ GUDZ WKH FRQFOXVLRQ WKDW LWPXVW EH
IHDVLEOH WR UHDFK DJUHHPHQW RQ FRPPRQ DJHQGDV WKDW SURPRWH D EHWWHU UHODWLRQ
EHWZHHQ EXVLQHVVHV DQG VRFLHW\ D JRRG H[DPSOH LV 0DGH LQ $QJHUV DV ZHOO DV
DJHQGDV WKDWGHPRQVWUDWH WKH H[FHOOHQFHRU LQQRYDWLYHQHVVRI HFRQRPLF DFWLYLWLHV LQ
WKHUHJLRQIRULQVWDQFH0DGHLQ7RULQR





































LQ 7RULQR 9LVLW 2XU &RPSDQLHV 0DGH LQ $QJHUV ([SHGLWLRQ &RORQLD ,Q RWKHU
ZRUGVZH KDYH LGHQWLILHG SRVVLELOLWLHV WR KDUPRQLVH SXEOLF DQG SULYDWH LQWHUHVWV RQ
WKLVLVVXH7KHUHVLVWDQFHRIUHJLRQVDJDLQVW LQGXVWULDO WRXULVPLVKRZHYHUQRWRQO\D
PDWWHU RI WHUPLQRORJ\ WKH\ DUH DOVR OHVV HQWKXVLDVWLF DERXW RSHQLQJ WKH GRRUV RI
FRPSDQLHVWKDWGRQRWILWLQWKHGHVLUHGLPDJHRIWKHUHJLRQ5HJLRQDOERGLHVWKDWDLP
WR WDNH DZD\ WKH DVVRFLDWLRQ RI WKH UHJLRQ ZLWK WKH µWUDGLWLRQDO¶ PDQXIDFWXULQJ
LQGXVWU\ WHQG WR SUHIHU WKH GHYHORSPHQW RI FRPSDQ\ YLVLWV LQ RWKHU VHFWRUV VXFK DV
DJULFXOWXUHKDQGLFUDIWWKHFUHDWLYHLQGXVWULHVVHUYLFHVDQGUHDOHVWDWHGHYHORSPHQW
   'H WHUPLQDQW V  R I  LQGXV WU LD O  W RXU L VPSR WHQ W LD O 
7KH WKLUG JURXS RI FRQGLWLRQV KDYH EHHQ ODEHOOHG DV GHWHUPLQDQWV RI WKH
LQGXVWULDOWRXULVPSRWHQWLDO:HKDYHDVVXPHGWKDWWKHLQGXVWULDOWRXULVPSRWHQWLDORI
$FRPPRQDJHQGDHQDEOLQJFRRUGLQDWHGDFWLRQ
DQ XUEDQ UHJLRQ KDV D WZRZD\ UHODWLRQ ZLWK WKH LQGXVWULDO WRXULVP SRWHQWLDO RI DQ
LQGLYLGXDOKRVWILUP7RJDLQLQVLJKWLQWKHFRQGLWLRQVXQGHUZKLFKDFRPPRQDJHQGD
FDQ EH GHYHORSHGZH WDNH D FORVHU ORRN DW GLIIHUHQFHV DQG VLPLODULWLHV LQ KRZERWK
W\SHVRIDFWRUVDVVHVV WKH UHOHYDQFHRI WKH IRXUGHWHUPLQDQWVDQGKRZWKH\VHH WKHLU
RZQUROHDQGWKHUROHRIRWKHUVLQLPSURYLQJWKHGHWHUPLQDQWVWKHDWWUDFWLYHQHVVRIWKH
ILUPVWKHVXSSO\RIFRPSDQ\WRXUVWKHTXDOLW\RIWKHORFDWLRQDQGYLVLWRUIDFLOLWLHV
DQG SURPRWLRQ $V ZH LQGLFDWHG LQ RXU UHVHDUFK IUDPHZRUN WKH UHOHYDQFH RI WKHVH
GHWHUPLQDQWV VWURQJO\GHSHQGRQ WKHSUHIHUHQFHV UHJDUGLQJ WKHFKDUDFWHULVWLFVRI WKH
YLVLWRUIORZDQGWKHXVHIXOQHVVRILQGXVWULDOWRXULVPDVDWRRORILPDJHPDQDJHPHQW
 7KHDWWUDFWLYHQHVVRIWKHILUPV
7KH HPSLULFDO VWXG\ GHPRQVWUDWHV WKDW KRVW ILUPV DQG UHJLRQDO RUJDQLVDWLRQV
DJUHH WKDW WKH DWWUDFWLYHQHVV RI WKH ILUPV LV D NH\ GHWHUPLQDQW RI WKH LQGXVWULDO
WRXULVPSRWHQWLDO RI D VLQJOH FRPSDQ\ DQG WKH UHJLRQ7KH\ ERWK H[SHFW FRQVXPHU
RULHQWHGILUPVWRKDYHPRUHDSSHDOWRWRXULVWVZLWKOHLVXUHDVSULPHPRWLYHWRYLVLWD
FRPSDQ\7KLVDSSOLHV WRFRPSDQLHV WKDWSURGXFHFRQVXPHUJRRGVEXWDOVR WR ILUPV
WKDW SURGXFH SURGXFWV WKDW FDQ EH UHFRJQLVHG DV D FRPSRQHQW RI D FRQVXPHU JRRG
3URGXFHUVZLWKVWURQJEUDQGVDUHDVVXPHGWREHLQDEHWWHUSRVLWLRQ&RPSDQLHVWKDW
GRQRWPHHWWKHVHFULWHULDKDYHWKHSRWHQWLDOWRDWWUDFWPDLQO\YLVLWRUVZLWKDEXVLQHVV
RU NQRZOHGJHPRWLYH )RU WKLV W\SH RI YLVLWRUV RWKHU VRXUFHV RI DWWUDFWLRQ DUHPRUH
UHOHYDQW FRPSDQLHVZLWK DQ LQQRYDWLYH SURGXFWLRQ SURFHVV RUPDQDJHPHQW SURFHVV
KDYHDUHODWLYHO\KLJKSRWHQWLDO
7KHDWWUDFWLYHQHVVRIFRPSDQLHVLVDFULWLFDOIDFWRUWKDWLVGLIILFXOWWRFKDQJHRQ



































%RWK ILUPV DQG UHJLRQDO RUJDQLVDWLRQV DFNQRZOHGJH WKH UHOHYDQFH RI D JRRG
VXSSO\RIFRPSDQ\WRXUVDVDGHWHUPLQDQWIRUWKHDELOLW\WRDWWUDFWLQGXVWULDOWRXULVWV
7KHZLOOLQJQHVVRIKRVW ILUPV WR DFWXDOO\ LQYHVW LQ FRPSDQ\ WRXUV± IRU LQVWDQFHE\
KLULQJSURIHVVLRQDOJXLGHVRU LQYHVWLQJ LQDYLVLWRU FHQWUH±KLJKO\GHSHQGVRQZKDW






SRUWV RI 5RWWHUGDP DQG 1DQWHV6W 1D]DLUH FDQ EHFRPH DPEDVVDGRUV IRU LQGXVWULDO
WRXULVP$QDO\VLQJ WKH LQWHUHVWVRISXEOLFDQGSULYDWHDFWRUVZHREVHUYHFRQYHUJLQJ
LQWHUHVWVLQDJRRGVXSSO\RIFRPSDQ\WRXUVRQWKHFRQGLWLRQWKDWERWKVLGHVUHFRJQLVH
WKH VWUDWHJLF YDOXH DV D VRXUFH RI LQFRPH DQGRU 35 WRRO ,W LV D GHWHUPLQDQW RI
LQGXVWULDO WRXULVPSRWHQWLDO WKDW FDQEHFKDQJHGRQD UHODWLYHO\ VKRUWQRWLFH WKURXJK
UHODWLYHO\ VPDOO LQYHVWPHQWV IURP KRVW ILUPV DQG UHJLRQDO RUJDQLVDWLRQV 7KH MRLQW
$FRPPRQDJHQGDHQDEOLQJFRRUGLQDWHGDFWLRQ
GHYHORSPHQW RI D YLVLWRU FHQWUH VXFK DV WKH 5RWWHUGDP 3RUW ([SHULHQFH RU WKH




































DQG YLVLWRU IDFLOLWLHV LV DQ LPSRUWDQW GHWHUPLQDQW RI WKH DELOLW\ WR DWWUDFW LQGXVWULDO
WRXULVWV+RZHYHUWKH\DOVRWHQGWRWDNHWKHTXDOLW\RIWKHORFDWLRQDVDJLYHQIDFWLQ
PRVWFDVHVWKH\UHDVRQWKDWWKHEHQHILWVRILQGXVWULDO WRXULVPDUHWRRVPDOO WRMXVWLI\







PRWLYHV IRU WKH 5RWWHUGDP UHJLRQ WR IXUWKHU GHYHORS LWV SXEOLF WUDQVSRUW E\ ZDWHU
V\VWHP :LWK UHJDUG WR WKH VXSSO\ RI YLVLWRU IDFLOLWLHV PRVW ILUPV DQG UHJLRQDO
RUJDQLVDWLRQVKDYHDGRSWHGDSUDJPDWLFDSSURDFK)DFLOLWLHVIRULQGXVWULDOWRXULVWVDUH
RIWHQ FRPELQHG ZLWK IDFLOLWLHV IRU RWKHU XVHUV WDNLQJ DZD\ WKH QHHG IRU ODUJH
LQYHVWPHQWV ZKLOH PHHWLQJ EDVLF TXDOLW\ UHTXLUHPHQWV $OVR WKH TXDOLW\ VWDQGDUGV
IRUPXODWHG E\ 9LVLW 2XU &RPSDQLHV LQ 3D\V GH OD /RLUH FDQ EHPHW ZLWKRXW ODUJH
LQYHVWPHQWV9LVLWRUFHQWUHVIRULQGXVWULDOWRXULVWVDUHRQO\GHYHORSHGLIWKHH[SHFWHG
EHQHILWV RXWZHLJK WKH FRVWV$ FRPPRQDJHQGD WKDW FRQFHUQV WKHGHYHORSPHQW RI D
YLVLWRU FHQWUH LV IHDVLEOH LI DFWRUV SUHIHU DQG H[SHFW D VXEVWDQWLDO QXPEHURI YLVLWRUV
WKDWJHQHUDWHVXIILFLHQWEHQHILWV

7DE O H     &RPSDU LQJ  FRQG L W L RQV  IR U  W KH TXD O L W \  R I  O RFD W L RQ  V   DQG Y L V L W R U 

































7KH FDVH VWXGLHV VKRZ WKDW SURPRWLRQDO DFWLYLWLHV FDQ KHOS WR DWWUDFW PRUH
LQGXVWULDO WRXULVWV WR D UHJLRQ DQG LWV LQGXVWULHV +RZHYHU ZH DOVR REVHUYHG WKDW
FRPSDQLHVDUHYLVLWHGLIWKHLQIRUPDWLRQDERXWWRXUVLVGLIILFXOWWRILQG$SSDUHQWO\WKH
GHPDQGIRUFRPSDQ\ WRXUV LV VRVWURQJ WKDWSHRSOH ILQG WKHLUZD\ WR WKH ILUPVHYHQ
$FRPPRQDJHQGDHQDEOLQJFRRUGLQDWHGDFWLRQ
ZLWKRXW DFWLYH SURPRWLRQ 7KLV SDUWLFXODUO\ DSSOLHV WR DWWUDFWLYH ILUPV ZLWK D JRRG
ORFDWLRQ$QLPSRUWDQWFRQFOXVLRQ±WKDWLQIDFWDSSOLHVWRERWKKRVWILUPVDQGUHJLRQDO




RWKHU FDVHV D FRPPRQ DJHQGD RQ SURPRWLRQ UHTXLUHV DJUHHPHQW RQZKDW JURXSV WR
WDUJHWDQGFRPSDWLEOHLQWHUHVWVLQLPDJHFKDQJH



























   &RQF OXV LRQV 
$OWKRXJKWKHLQWHUHVWVDQGSUHIHUHQFHVRIKRVWILUPVDQGUHJLRQDORUJDQLVDWLRQV




LQGXVWULDO WRXULVP IRU ERWK DQ XUEDQ UHJLRQ DQG WKH KRVW ILUPV GHSHQG RQ WKH

GHYHORSPHQW RI D FRPPRQ DJHQGD HQDEOLQJ FRRUGLQDWHG DFWLRQ ,Q VXFK D FRPPRQ
DJHQGD SXEOLF DQG SULYDWH VWDNHKROGHUV FRXOG DJUHH WR VRPH H[WHQW RQ WKH
FKDUDFWHULVWLFVRIWKHYLVLWRUIORZDQGWKHXVHRIFRPSDQ\WRXUVWRLPSURYHWKHLPDJH
RIWKHUHJLRQDQGLWVLQGXVWULHV0RUHRYHUWKH\PD\UHDFKDJUHHPHQWRQSULRULWLHVDQG
D GLYLVLRQ RI WDVNV DQG UHVSRQVLELOLWLHV LQ RUGHU WR HQKDQFH WKH DELOLW\ WR DWWUDFW WKH
LQGXVWULDO WRXULVWV WKDW JHQHUDWH EHQHILWV IRU ERWK VLGHV ,GHDOO\ VXFK DQ LQGXVWULDO
WRXULVPDJHQGDILWVZLWKDFRPPRQDJHQGDRQDKLJKHUVWUDWHJLFOHYHOWKDWIRUPXODWHV
SULRULWLHVDQGDPELWLRQVIRUWKHGHYHORSPHQWRIWKHUHJLRQ
7KHDQDO\VLVDERYHKDV WZR OLPLWDWLRQVZHZRXOG OLNH WRPHQWLRQ)LUVW LW LV
IRFXVHG RQ WKH FRPSDWLELOLW\ RI LQWHUHVWV DQG SUHIHUHQFHV ZLWKRXW TXHVWLRQLQJ WKH
DGGHGYDOXHRIKDYLQJDFRPPRQDJHQGDWKDWHQDEOHVFRRUGLQDWLRQDQGFRRSHUDWLRQ
:H KDYH DVVXPHG WKDW FRRUGLQDWLRQ JHQHUDWHV V\QHUJLHV WR WKH EHQHILW RI DOO
RXWZHLJKLQJWKHFRVWVRIFRRUGLQDWLRQ6HFRQGZHKDYHQRWSDLGVSHFLILFDWWHQWLRQWR
RUJDQLVDWLRQDO LVVXHV VXFK DV OHDGHUVKLS WUXVW DQG WKH WUDGLWLRQ WR FRRSHUDWH LQ WKH




6\QWKHV L V DQG FRQF OXV LRQV 
   ,Q WURGXF W LRQ 
,QWKLVILQDOFKDSWHUZHSUHVHQWWKHV\QWKHVLVDQGFRQFOXVLRQVRIRXUVWXG\RQ
LQGXVWULDOWRXULVPGHYHORSPHQWLQXUEDQUHJLRQV7KLVUHVHDUFKKDGWZRREMHFWLYHVWR
PDNHD FRQWULEXWLRQ WR WKH WKHRUHWLFDO FRQFHSWXDOLVDWLRQRI LQGXVWULDO WRXULVPDQG WR
JDLQ LQVLJKW LQ WKH FRQGLWLRQV XQGHU ZKLFK SXEOLF DQG SULYDWH DFWRUV DUH ZLOOLQJ WR
LQYHVW LQ LQGXVWULDO WRXULVP GHYHORSPHQW LQ ERWK WKHRU\ DQG SUDFWLFH%\ DQDO\VLQJ
FRVWV DQG EHQHILWV RI FRPSDQ\ YLVLWV RQ WKH OHYHO RI LQGLYLGXDO ILUPV DQG WKH






RQRXU DVVHVVPHQW RI FRVWV DQGEHQHILWV IURP WKHKRVW ILUP¶V SRLQW RI YLHZDQG WKH
UHJLRQ¶V SRLQW RI YLHZ 7KLUG ZH VXPPDULVH WKHPDLQ ILQGLQJV IURP RXU HPSLULFDO
VWXG\ GLVFXVVLQJ WKH FRQGLWLRQV IRU KRVW ILUPV DQG XUEDQ UHJLRQV DV ZHOO DV WKH
IHDVLELOLW\RIDFRPPRQDJHQGDRQLQGXVWULDOWRXULVPGHYHORSPHQW,QWKHILQDOVHFWLRQ
ZHGUDZFRQFOXVLRQVDQGGLVFXVV LPSOLFDWLRQV IRU UHVHDUFKHUVDQGSUDFWLWLRQHUVZKR
DUHLQWHUHVWHGLQLQGXVWULDOWRXULVP

   ,QGXV WU LD O  W RXU L VPGHYH ORSPHQW  LQ XUEDQ UHJ LRQV 
 :KDWLVLQGXVWULDOWRXULVP":KRDUHWKHVXSSOLHUVDQGFXVWRPHUVRI
LQGXVWULDOWRXULVP"
2XUDQDO\VLVRIYDULRXVYLHZVRQ LQGXVWULDO WRXULVP LQFKDSWHU WZR UHVXOWV LQ
WKH FRQFOXVLRQ WKDW LQGXVWULDO WRXULVP LV LQGHHG µD QRW YHU\ ZHOO GHILQHG FRQFHSW¶
6RPH XVH WKH WHUP LQGXVWULDO WRXULVP IRU VRPHWKLQJ GLIIHUHQW D PRUH FRPPHUFLDO
DSSURDFK WR WRXULVP ZKLOH RWKHUV XVH GLIIHUHQW WHUPV IRU VLPLODU RU UHODWHG
SKHQRPHQD FRPSDQ\ YLVLWV LQGXVWULDO VLJKWVHHLQJ WHFKQLFDO YLVLWV SODQW WRXUV HWF
6FKRODUV EXW DOVR SUDFWLWLRQHUV ZKR GR XVH WKH WHUP LQGXVWULDO WRXULVP VHHP WR
GLVDJUHHRQ LWVGHILQLWLRQ0RUH LQSDUWLFXODU WKH\SURYLGHGLIIHUHQWDQVZHUV WR WKUHH
TXHVWLRQVZKDWDUHLQGXVWULDOWRXULVWV"ZKDWLVPHDQWZLWKLQGXVWU\"DQGZKDW
VLWHV DUH LQGXVWULDO WRXULVP DWWUDFWLRQV" ,Q RWKHU ZRUGV ZKR DUH WKH VXSSOLHUV DQG






7KLV GHILQLWLRQPDNHV FOHDU WKDW LQGXVWULDO WRXULVP LV D VRPHZKDW FRQIXVLQJ
WHUPEHFDXVH LWGRHVQRWRQO\ LQYROYHYLVLWVE\ WRXULVWV DOVRYLVLWVE\ LQKDELWDQWVRI







PDUNHW VLGH RI LQGXVWULDO WRXULVP DQDO\VLQJ WKH GHYHORSPHQW RI LQGXVWULDO WRXULVP






RI LQFRPH DQG FRPPXQLFDWLRQ WRRO $Q LPSRUWDQW FKDUDFWHULVWLF RI D SURDFWLYH





FKDQJLQJ FRQGLWLRQV LQ WKH JOREDO HQYLURQPHQW RQ WKH EHKDYLRXU RI FLWL]HQV
FRPSDQLHVJRYHUQPHQWVDQGRWKHUFLW\XVHUV7KURXJKDFRPSUHKHQVLYHUHYLHZRIWKH
OLWHUDWXUHRQXUEDQDQG UHJLRQDOGHYHORSPHQW LQ FKDSWHU WKUHHZHKDYHEHHQDEOH WR
LGHQWLI\ WKH WUHQGVZH FRQVLGHUPRVW UHOHYDQW IRU LQGXVWULDO WRXULVPGHYHORSPHQW LQ
XUEDQUHJLRQVJOREDOLVDWLRQDQGWKHVWUXFWXUDOFKDQJHRIWKHHFRQRP\WKHVKLIWWRDQ
LQIRUPDWLRQDQGNQRZOHGJHHFRQRP\LQFUHDVLQJFRQFHUQDERXWWKHHQYLURQPHQWDQG
FOLPDWH FKDQJH JURZLQJ DWWHQWLRQ WR FRUSRUDWH FLWL]HQVKLS WKH WUDQVLWLRQ WR DQ
H[SHULHQFH HFRQRP\ DQG LQFUHDVLQJ DWWHQWLRQ WR VDIHW\ DQG VHFXULW\ 7KHVH WUHQGV
LQIOXHQFH WKH PDUNHW IRU LQGXVWULDO WRXULVP VXSSO\ DQG GHPDQG GLUHFWO\ DQG
LQGLUHFWO\YLDWKHLPSOLFDWLRQVIRUXUEDQPDQDJHPHQWVXVWDLQDEOHXUEDQGHYHORSPHQW
DV D OHDGLQJ SDUDGLJP IRU DFWRUV LQ WKH XUEDQ V\VWHP WKH LQFUHDVLQJ QHHG IRU
FRRSHUDWLRQEHWZHHQVWDNHKROGHUVDQGWKHLQFUHDVLQJDWWHQWLRQWRFLW\PDUNHWLQJ
:HFRQFOXGHWKDWPDQ\RIWKHWUHQGVDUHSRWHQWLDOGULYHUVRILQGXVWULDOWRXULVP
GHYHORSPHQW LQ FLWLHV 7KH\ H[SODLQZK\ FRPSDQ\ YLVLWV DUH H[SHFWHG WR EHFRPH D
WRRORIPDUNHWLQJSXEOLFUHODWLRQVDQGVWDNHKROGHUPDQDJHPHQWIRUILUPVDQGDWRRO
RIORFDOHFRQRPLFGHYHORSPHQWDQGPDUNHWLQJIRUXUEDQUHJLRQV)RUERWKUHJLRQVDQG
ILUPV LQGXVWULDO WRXULVPKDV WKHSRWHQWLDO WREHFRPHD FURZGSXOOHU LQYLHZRI WKH
WUDQVLWLRQ WR DQ H[SHULHQFH HFRQRP\ $W WKH VDPH WLPH KRZHYHU ZH DOVR REVHUYH
IXQGDPHQWDO GHYHORSPHQWV WKDW SUHVHQW EDUULHUV IRU LQGXVWULDO WRXULVP ,QGXVWULDO
WRXULVP GHYHORSPHQWPD\ VWUHQJWKHQ WKH UHODWLRQ EHWZHHQ EXVLQHVV DQG VRFLHW\ EXW
DOVRUHTXLUHVSXEOLFSULYDWHFRRSHUDWLRQ LW LVDQRUJDQLVDWLRQDOFKDOOHQJH0RUHRYHU
WKH LQFUHDVLQJ DWWHQWLRQ WR VDIHW\ DQG VHFXULW\ LV D VHULRXV SUDFWLFDO SUREOHP IRU
UHJLRQVDQGILUPVZLWKWKHDPELWLRQWRRSHQGRRUVIRUYLVLWRUV





   &RQG L W L RQV  IRU KRV W  I L UPV DQG UHJ LRQD O  RUJDQ L VD W LRQV 
 8QGHUZKDWFRQGLWLRQVDUHKRVWILUPVZLOOLQJWRLQYHVWLQLQGXVWULDOWRXULVP"
,QRXUPLFURHFRQRPLFDQDO\VLVRI WKHFRQGLWLRQVXQGHUZKLFKKRVWILUPVDUH
ZLOOLQJ WR LQYHVW LQ LQGXVWULDO WRXULVPZHKDYH LGHQWLILHGYDULRXVFDWHJRULHVRIFRVWV
DQG EHQHILWV LQ FKDSWHU IRXU 3DUWLFXODUO\ LPSRUWDQW LV WKH GLVWLQFWLRQ EHWZHHQ IL[HG
FRVWVYDULDEOHFRVWVDQGVWHSFRVWV%HQHILWVFDQEHH[SHFWHGIURPWLFNHWVDOHVDQGRQ
VLWH VDOHV EXW DOVR IURP LPSURYHG VWDNHKROGHU UHODWLRQV )XUWKHUPRUH ZH KDYH
GLVFXVVHG KRZ FRPSDQ\ YLVLWV PD\ DIIHFW WKH SURGXFWLYLW\ RI HPSOR\HHV WKDW DUH
LQYROYHGLQWKHRUJDQLVDWLRQRILQGXVWULDOWRXULVPDVZHOODVWKHSURGXFWLYLW\RIRWKHU
HPSOR\HHV 3UHVXPDEO\ FRPSDQLHV RQO\ LQYHVW LQ FRPSDQ\ YLVLWV LI WKH H[SHFWHG
EHQHILWV RXWZHLJK WKH FRVWV 6WDNHKROGHU DQG LQYROYHPHQW WKHRULHV WHDFK XV WKDW WKH
ZLOOLQJQHVVRIILUPVWRUHFHLYHSDUWLFXODUYLVLWRUJURXSVGHSHQGVRQWKHFKDUDFWHULVWLFV
RI WKH ILUP DQG WKH UHODWLRQ EHWZHHQ D FRPSDQ\ DQG D SRWHQWLDO YLVLWRU ,Q JHQHUDO
FRPSDQLHVDUHPRUHKRVSLWDEOHWRZDUGVSHRSOHZLWKDGLUHFWDQGVXEVWDQWLDOLPSDFWRQ
WKHILUP¶VFRQWLQXLW\,QWKLVUHVSHFWLWLVSDUWLFXODUO\LPSRUWDQWWRPDNHDGLVWLQFWLRQ
EHWZHHQ SURGXFHUV RI %% EXVLQHVVWREXVLQHVV DQG %& EXVLQHVVWRFRQVXPHU
SURGXFWV
$QRWKHU UHOHYDQW DVSHFW LQ WKH YLHZ RI KRVW ILUPV LV WKH DELOLW\ WR DWWUDFW
YLVLWRUV WKHLQGXVWULDO WRXULVPSRWHQWLDO7KLVSRWHQWLDOGHSHQGVRQWKHDWWUDFWLYHQHVV
RI WKH SURGXFWV WKH SURGXFWLRQ SURFHVV DQG WKH VLWHV ZKHUH LQGXVWULDO WRXULVP LV
VXSSOLHG7KH LQWHUDFWLRQ EHWZHHQ VXSSO\ DQGGHPDQG LQIOXHQFHV WKH SUHIHUHQFHV RI
FRPSDQLHVZLWK UHJDUG WR FRPSDQ\ YLVLWV$ SURDFWLYH DSSURDFK LPSOLHV VXEVWDQWLDO




7RJDLQ LQVLJKW LQ WKHXUEDQUHJLRQ¶VSHUVSHFWLYHZHKDYHDQDO\VHG WKHFRVWV
DQG EHQHILWV WKDW HPHUJH RQ WKH OHYHO RI FROOHFWLYLWLHV VXFK DV VHFWRUV FOXVWHUV DQG
UHJLRQVLQFKDSWHUILYH:HGUDZWKHFRQFOXVLRQWKDWFRRSHUDWLRQDQGFRRUGLQDWLRQFDQ
UHGXFH WKH FROOHFWLYH FRVWV RI LQGXVWULDO WRXULVP GHYHORSPHQW DQGRU UDLVH WKH
FROOHFWLYHEHQHILWV0RUHRYHUDWWHQWLRQKDVEHHQSDLGWRSRVVLEOHQHJDWLYHH[WHUQDOLWLHV
VXFKDVH[FHVVLYHSUHVVXUHRQ WKH WRXULVP LQIUDVWUXFWXUHDQG WKHXUEDQHQYLURQPHQW
DQG WKH ORQJWHUP LQIOXHQFH RQ RWKHU IXQFWLRQV WKH FURZGLQJ RXW HIIHFW:H KDYH
6\QWKHVLVDQGFRQFOXVLRQV
DOVRLGHQWLILHGYDULRXVFRQGLWLRQVWKDWGHWHUPLQHWKHPXOWLSOLHUHIIHFWDQGDFFRUGLQJO\
WKH UHOHYDQFH RI FRPSDQ\ YLVLWV DV D VRXUFH RI UHJLRQDO LQFRPH DQG HPSOR\PHQW
3ODFHPDUNHWLQJ WKHRULHV HJ RQ FREUDQGLQJ KHOS XV WR DQDO\VH FRQGLWLRQV XQGHU
ZKLFK LQGXVWULDO WRXULVP FDQ EHFRPH DQ HIIHFWLYH WRRO RI PDUNHWLQJ DQG SXEOLF
UHODWLRQV:H FRQFOXGH WKDW XUEDQ UHJLRQV FDQ XVH YDULRXV VWUDWHJLHV UDQJLQJ IURP
UHDFWLYHWRSURDFWLYH
$Q LPSRUWDQW FRQGLWLRQ IRU XUEDQ UHJLRQV LV WKH LQGXVWULDO WRXULVP SRWHQWLDO
$SDUWIURPWKHVXSSO\RILQGXVWULDOWRXULVP±WKHDWWUDFWLYHQHVVRIKRVWILUPVDQGWKHLU
WRXUV ± VHYHUDO RWKHU VXSSRUWLQJ RU VHFRQGDU\ IDFWRUV KDYH EHHQ GLVFXVVHG WKDW
SRWHQWLDOO\ LQIOXHQFH WKH DELOLW\ WR DWWUDFW LQGXVWULDO WRXULVWV )XUWKHUPRUH ZH KDYH
SURYLGHG VRPH WKHRUHWLFDO IRXQGDWLRQV IRU WKH JRYHUQDQFHUHODWHG FRQGLWLRQV ± WKH





IRXU DQG ILYH KDYH EHHQ FRPELQHG LQWR RQH UHVHDUFK IUDPHZRUN ILJXUH  LQ





 7KH ILW EHWZHHQ LQGXVWULDO WRXULVP DQG WKH LQWHQGHG FRUSRUDWH LPDJH
IRUKRVWILUPVDQGUHJLRQDOLPDJHIRUUHJLRQV
 7KH LQGXVWULDO WRXULVP SRWHQWLDO ZKLFK LV GHSHQGHQW RQ WKH
DWWUDFWLYHQHVV RI WKH ILUPV WKH VXSSO\ RI LQGXVWULDO WRXULVP WKH
TXDOLW\ RI WKH VLWHV DQG YLVLWRU IDFLOLWLHV DQG WKH SURPRWLRQ RI
LQGXVWULDOWRXULVP

:H VWDWH WKDW KRVW ILUPV DQG XUEDQ UHJLRQV WDNH WKHVH FRQGLWLRQV LQWR
FRQVLGHUDWLRQ LQ WKHLU GHFLVLRQV WR SDUWLFLSDWH LQ LQGXVWULDO WRXULVP GHYHORSPHQW








VWUDWHJLHV ± DV D FUXFLDO FRQGLWLRQ IRU WKH FRRUGLQDWHG GHYHORSPHQW RI LQGXVWULDO




   0DLQ  I LQG LQJV R I  WKH  HPSLU L FD O  V WXG\ 
7RWHVWWKHHPSLULFDODSSOLFDELOLW\RIRXUUHVHDUFKIUDPHZRUNZHKDYHFDUULHG















OLPLWHG WKH\ SUHIHU WR UHFHLYH SRWHQWLDO EXVLQHVV UHODWLRQV VXSSOLHUV FXVWRPHUV
HPSOR\HHVHWF7KHLUSUHIHUHQFHVUHJDUGLQJWKHVSUHDGRIYLVLWRUVGHSHQGRQKRZWKH\
RUJDQLVH LQGXVWULDO WRXULVP DQG WKH FRVW VWUXFWXUH LQ SDUWLFXODU0RVW FRPSDQLHVZH
DQDO\VHGDUHLQIDYRXURIVRPHFRQFHQWUDWLRQ
6\QWKHVLVDQGFRQFOXVLRQV


















































5HJLRQDOERGLHV LQ WKH IRXU UHJLRQV WHQG WR IRFXVRQ WKHQXPEHURIYLVLWRUV
WKHLUZLOOLQJQHVVWRLQYHVWLQLQGXVWULDOWRXULVPDVDVRXUFHRILQFRPHGHSHQGVRQWKH





2XU REVHUYDWLRQV LQ WKH IRXU UHJLRQV VXSSRUW WKH WZR K\SRWKHVHV ZH
IRUPXODWHGFRQFHUQLQJWKHILWEHWZHHQLQGXVWULDOWRXULVPDQGWKHFRUSRUDWHLPDJHDQG
WKH UHJLRQDO LPDJH UHVSHFWLYHO\ %RWK KRVW ILUPV DQG XUEDQ UHJLRQV UHFRJQLVH WKH
UHOHYDQFH RI WKLV µLPDJH ILW¶ IRU WKH UHSXWDWLRQ RI SODFHV DQG LQGXVWULHV ZKLFK DOVR










H[SHFW FRPSDQ\ YLVLWV WR FRQILUP H[LVWLQJ LPDJHV EXW DOVR WR HQULFK WKHVH LPDJHV
ZLWK QHZ HOHPHQWV ,Q WKUHH RI WKH IRXU UHJLRQV 3D\V GH OD /RLUH 5RWWHUGDP DQG
7XULQZHREVHUYHG H[SOLFLW VWUDWHJLHV WR XVH LQGXVWULDO WRXULVP DV VXFK$ VWUDWHJLF




7KH HPSLULFDO DQDO\VLV FRQILUPV WKH UHOHYDQFH RI WKH IRXU FRQGLWLRQV WKDW
GHWHUPLQHWKHLQGXVWULDOWRXULVPSRWHQWLDOWKHDWWUDFWLYHQHVVRIWKHILUPVWKHVXSSO\
RI LQGXVWULDO WRXULVP WKH TXDOLW\ RI WKH ORFDWLRQV DQG YLVLWRU IDFLOLWLHV DQG WKH
SURPRWLRQRI LQGXVWULDO WRXULVP7KHHLJKWVXEK\SRWKHVHV WKDWGHDOZLWK WKLVPDWWHU
KDYHDOOEHHQDSSURYHG7KHHPSLULFDOVWXG\PDNHVFOHDUWKDWWKHDWWUDFWLYHQHVVRIWKH
ILUPVDQGWKHTXDOLW\RIWKHORFDWLRQVVDUHPRUHGLIILFXOWWRFKDQJHWKDQWKHVXSSO\
DQG SURPRWLRQ RI LQGXVWULDO WRXULVP7KHZLOOLQJQHVV RI DFWRUV WR DFWXDOO\ LQYHVW LQ
WKHVHFRQGLWLRQVLQFUHDVHVZLWKDPRUHSURDFWLYHDSSURDFKWRLQGXVWULDOWRXULVP
2XUVWXG\GHPRQVWUDWHVWKDWFRQVXPHURULHQWHGILUPVDUHEHWWHUDEOHWRDWWUDFW




RXU VDPSOH DFWXDOO\ LQYHVW LQ WKH VLWH RU SURIHVVLRQDO JXLGHV &RPSDQ\ WRXUV E\
HPSOR\HHV RU UHWLUHG ZRUNHUV DUH KRZHYHU QRW E\ GHILQLWLRQ OHVV DWWUDFWLYH WKDQ
SURIHVVLRQDOO\JXLGHG YLVLWV 7KH TXDOLW\ RI WKH ORFDWLRQ LV DQ LPSRUWDQW VXSSRUWLQJ
FRQGLWLRQWKHQHDUQHVVRIDFLW\RUKROLGD\UHVRUWDGGVWRWKHYLVLWRUDWWUDFWLQJDELOLW\
$OVR ILUPV ORFDWHG DW KHULWDJH VLWHV VHHP WR KDYH D FRPSHWLWLYH DGYDQWDJH :KLOH
FRPSDQLHVKDUGO\LQYHVWLQWKHORFDWLRQDERXWKDOIRIWKHILUPVZHORRNHGDWGRLQYHVW






WHFKQLFDO YLVLWRUV 5HJLRQDO ERGLHV DUH DEOH WR LGHQWLI\ DQG VXSSRUW DWWUDFWLYH
LQGXVWULHV LQ DFFRUGDQFH ZLWK WKHLU HFRQRPLF GHYHORSPHQW VWUDWHJ\ 2WKHU
LQVWUXPHQWVUHJLRQVFDQXVHWRLPSURYHLQGXVWULDOWRXULVPSRWHQWLDODUHLQYHVWPHQWVLQ
YLVLWRU IDFLOLWLHV TXDOLW\ FRQWURO ZRUNVKRSV FRXUVHV FRQIHUHQFHV EURFKXUHV IRU
SRWHQWLDOKRVWILUPVDQGZHEVLWHV,QRXUVPDOOVDPSOH3D\VGHOD/RLUHLVFOHDUO\WKH
PRVW SURDFWLYH UHJLRQ QRWDEO\ LQ WKH SURPRWLRQ RI LQGXVWULDO WRXULVP 5HJLRQDO





FRPPRQDJHQGD WKDW HQDEOHV FRRUGLQDWHG DFWLRQ7KH FDVH VWXGLHV VXSSRUW WKHPDLQ
K\SRWKHVLV RI RXU UHVHDUFK $OWKRXJK WKH LQWHUHVWV RI ERWK VLGHV DUH IXQGDPHQWDOO\
GLIIHUHQWDQGVRPHWLPHVFRQIOLFWLYHZHDOVRREVHUYHFRPSDWLEOHLQWHUHVWV+RVWILUPV
DQG UHJLRQDO RUJDQLVDWLRQV WHQG WR GLVDJUHH DERXW WKH FKDUDFWHULVWLFV RI WKH YLVLWRU
IORZQHYHUWKHOHVV WKH\DUHDEOH WRGHYHORS MRLQW LQGXVWULDO WRXULVPSURGXFWVVXFKDV
YLVLWRUFHQWUHVRSHQGRRUHYHQWVDQGLQGXVWULDOWRXULVPSURJUDPPHVDSSDUHQWO\WRWKH
VDWLVIDFWLRQRIERWK
:KDWELQGVSXEOLFDQGSULYDWHDFWRUV WRJHWKHU LV WKHLU MRLQW LQWHUHVW LQDJRRG
UHODWLRQEHWZHHQWKHEXVLQHVVVHFWRUDQGWKHFRPPXQLW\DQGWKHLUFRPPRQLQWHUHVWLQ





DV D UHOHYDQW VHJPHQW RI WKH WRXULVW LQGXVWU\ EXW DOVR D WRRO RI FREUDQGLQJ DQG
EXVLQHVVVRFLHW\PDQDJHPHQW
   &RQF OXV LRQV 
,QWKHSUHVHQWVWXG\ZHGHYHORSHGDWKHRU\RQLQGXVWULDOWRXULVPGHYHORSPHQW
LQXUEDQUHJLRQVXVLQJLQVLJKWVIURPYDULRXVGLVFLSOLQHVWRXULVPPDUNHWLQJUHJLRQDO
HFRQRPLFV XUEDQ JRYHUQDQFH DQG WKHRULHV RI WKH ILUP :H IRUPXODWHG YDULRXV
K\SRWKHVHVFRQFHUQLQJ WKHFRQGLWLRQVXQGHUZKLFKERWKKRVW ILUPVDQGKRVW UHJLRQV
DUH DEOH WR WDNH DGYDQWDJH RI LQGXVWULDO WRXULVP 7KH RYHUDOO FRQFOXVLRQ RI RXU
UHVHDUFK LV WKDW LQGXVWULDO WRXULVP FDQEHQHILW DOO DFWRUV LQYROYHG LI WKH\ DJUHH RQ D
FRPPRQ DJHQGD WKDW HQDEOHV FRRUGLQDWHG DFWLRQ 7KURXJK DQ LQGHSWK DQDO\VLV RI
LQGLYLGXDODQGFROOHFWLYHFRVWVDQGEHQHILWV±LQWKHRU\DQGSUDFWLFH±ZHKDYHEHHQ
DEOHWRJDLQLQVLJKW LQWKHFRQGLWLRQVXQGHUZKLFKERWKVLGHVDUHZLOOLQJWRLQYHVW LQ
LQGXVWULDO WRXULVP GHYHORSPHQW:KLOH VRPH FRQGLWLRQV FDQ EH LQIOXHQFHG WR VRPH
H[WHQW RWKHU FRQGLWLRQV DUH LQKHULWHG DQG SDUW RI WKH UHJLRQDO FRQWH[W VXFK DV WKH
ORFDWLRQVRIDWWUDFWLYH LQGXVWULHV WKHHFRQRPLFVWUXFWXUH WKH WRXULVPSURILOHDQG WKH
UHODWLRQEHWZHHQWKHSXEOLFDQGSULYDWHVHFWRUVWKHWUDGLWLRQWRFRRSHUDWH$FRPPRQ
DJHQGD RQ LQGXVWULDO WRXULVP GHYHORSPHQW UHFRJQLVHV DQG DFFHSWV WKH FRQWH[WXDO
IDFWRUVDQGFRQFHQWUDWHVRQWKRVHFRQGLWLRQVWKDWFDQEHFKDQJHG
,QGXVWULDOWRXULVPLVDJURZLQJVHJPHQWRIWKHWRXULVPLQGXVWU\ZLWKSRWHQWLDO
EHQHILWV IRUEXVLQHVV UHJLRQV DQG VRFLHW\ DW ODUJH ,W HQDEOHV WKHSXEOLF WRPHHW WKH
SULYDWH%XWKRZ WRGHYHORS LQGXVWULDO WRXULVP LQVXFKDZD\ WKDWHYHU\RQHDFWXDOO\
WDNHVDGYDQWDJH"+RZWRPDNHVXUHWKDWSXEOLFLQWHUHVWVPHHWSULYDWHLQWHUHVWV"7KDW
LVWKHTXHVWLRQZHDQVZHUHGLQWKLVERRN1RZLWLVXSWRXUEDQUHJLRQVDQGKRVWILUPV
WR DFWXDOO\ GHYHORS D FRPPRQDJHQGD WKDW QRW RQO\ HQDEOHV FRRUGLQDWHG DFWLRQ EXW
DOVR UHVXOWV LQ FRRUGLQDWHG DFWLRQ $IWHU DOO WKH LPSOHPHQWDWLRQ RI D FRRUGLQDWHG
DSSURDFK WR LQGXVWULDO WRXULVP GHYHORSPHQW LV QRW RQO\ D PDWWHU RI LGHQWLI\LQJ




WRSLF DQG KHQFH WR WKH OLWHUDWXUH RQ XUEDQ DQG UHJLRQDO WRXULVP LQ JHQHUDO ,Q
DGGLWLRQKRZHYHURXUVWXG\DOVRFRQWULEXWHVWRWKHOLWHUDWXUHRQXUEDQJRYHUQDQFHLW
6\QWKHVLVDQGFRQFOXVLRQV
SURYLGHV LQVLJKW LQKRZ WR UHDFKDJUHHPHQWRQDFRPPRQDJHQGD DQ LVVXH WKDWKDV
UHFHLYHGUHODWLYHO\OLWWOHDWWHQWLRQLQWKHJRYHUQDQFHOLWHUDWXUH:KDWDUHWKHFRQGLWLRQV
XQGHUZKLFKSXEOLFDQGSULYDWHDFWRUVDUHZLOOLQJWRFRRSHUDWH"7KHGHYHORSPHQWRI
LQGXVWULDO WRXULVP FDQ EH VHHQ DV MXVW RQH H[DPSOH RI D FRPPRQ DJHQGD LQ ZKLFK
SXEOLF DQGSULYDWH DFWRUV KDYH D VWDNH:HH[SHFW WKDW RXU DSSURDFK± D V\VWHPDWLF
DQDO\VLV RI SXEOLF DQG SULYDWH LQWHUHVWV ± LV DSSOLFDEOH WR RWKHU LVVXHV LQ XUEDQ
JRYHUQDQFHDQGUHJLRQDOHFRQRPLFGHYHORSPHQWDVZHOO









































































































































































































































































































































































































)HLRFN 5&  0HWURSROLWDQ *RYHUQDQFH &RQIOLFW &RPSHWLWLRQ DQG
&RRSHUDWLRQ:DVKLQJWRQ'&*HRUJHWRZQ8QLYHUVLW\3UHVVS































































































































































































































































































1HGHU ODQGVH  VDPHQYDW W LQJ  
 VXPPDU\  LQ 'XWFK 
'HRQWZLNNHOLQJYDQLQGXVWULHHOWRHULVPHNDQJH]LHQZRUGHQDOVHHQFROOHFWLYHDFWLRQ
SUREOHHP SXEOLHNH HQ SULYDWH SDUWLMHQ KHEEHQ HU SRWHQWLHHO EHODQJ ELM PDDU GDW
EHWHNHQWQRJQLHWGDW]HRRNZLOOHQVDPHQZHUNHQ'HFHQWUDOHYUDDJLQGLWSURHIVFKULIW





,QGXVWULHHO WRHULVPH LV LQ GH OLWHUDWXXU QLHW HUJ JRHG JHGHILQLHHUG 6RPPLJHQ
JHEUXLNHQGH WHUPYRRU HHQ µFRPPHUFLsOHEHQDGHULQJYDQ WRHULVPH¶ WHUZLMO DQGHUHQ
DIZLMNHQGHWHUPHQ]RDOVWHFKQLFDOYLVLWVJHEUXLNHQYRRUKHWEH]RHNHQYDQEHGULMYHQ
=LM GLH ZHO RYHU LQGXVWULHHO WRHULVPH VSUHNHQ YHUVFKLOOHQ YDQ PHQLQJ RYHU  ZLH
LQGXVWULsOHWRHULVWHQ]LMQZDDURSµLQGXVWULH¶EHWUHNNLQJKHHIWHQZHONHORFDWLHV
JHUHNHQGZRUGHQ WRW LQGXVWULHHO WRHULVPH:LM VWHOOHQ YRRU GH YROJHQGH GHILQLWLH WH
JHEUXLNHQ







H[FXUVLRQLVWHQ WHOOHQ PHH HQ RPGDW RRN EHGULMYHQ EXLWHQ GH PDDNLQGXVWULH
LQGXVWULHHO WRHULVPH NXQQHQ DDQELHGHQ :DW LQGXVWULsOH WRHULVWHQ RQGHUVFKHLGW YDQ
DQGHUH EH]RHNHUV LV KXQ LQWHUHVVH LQ HFRQRPLVFKH DFWLYLWHLWHQ'DDUQDDVW VWHOOHQZH
GDW LQGXVWULHHO WRHULVPH LQ YHUVFKLOOHQGH YRUPHQ ZRUGW DDQJHERGHQ YDULsUHQG YDQ
LQGXVWULHHO HUIJRHG HQ PXVHD WRW EHGULMIVEH]RHNHQ HQ WKHPDSDUNHQ 2QV RQGHU]RHN
ULFKW]LFKHFKWHUKRRIG]DNHOLMNRSORFDWLHVGLHEH]RHNHUVLQIRUPHUHQRYHURSHUDWLRQHOH

EHGULMYHQ DDQJH]LHQ GDDUELM GH EHWURNNHQKHLG YDQ EHGULMYHQ YHUHLVW LV
2QGHUQHPLQJHQ NXQQHQ NLH]HQ YRRU YHUVFKLOOHQGH EHQDGHULQJHQ YDQ LQDFWLHI







RQWZLNNHOLQJ YDQ LQGXVWULHHO WRHULVPH JOREDOLVHULQJ HQ VWUXFWXUHOH YHUDQGHULQJHQ LQ
GHHFRQRPLHGHWUDQVLWLHQDDUHHQLQIRUPDWLHHQNHQQLVHFRQRPLHWRHQHPHQGH]RUJHQ
RYHU KHW PLOLHX HQ NOLPDDWYHUDQGHULQJ WRHQHPHQGH DDQGDFKW YRRU PDDWVFKDSSHOLMN
RQGHUQHPHUVFKDS GH WUDQVLWLH QDDU HHQ HUYDULQJVHFRQRPLH HQ WRHQHPHQGH DDQGDFKW
YRRUYHLOLJKHLG'H]HWUHQGVEHwQYORHGHQGHPDUNWYRRULQGXVWULHHOWRHULVPHGLUHFWHQ
LQGLUHFW RPGDW ]H LPSOLFDWLHV KHEEHQ YRRU VWHGHOLMN PDQDJHPHQW  GXXU]DPH
VWHGHOLMNHRQWZLNNHOLQJZRUGWHHQOHLGHQGSULQFLSHYRRURYHUKHGHQHQDQGHUHSDUWLMHQ
 HU LV LQ WRHQHPHQGH PDWH EHKRHIWH DDQ DIVWHPPLQJ HQ VDPHQZHUNLQJ WXVVHQ
EHODQJKHEEHQGHQHQGDDUELMZRUGWPppUDDQGDFKWEHVWHHGDDQFLW\PDUNHWLQJ9HHO
YDQ GH]H RQWZLNNHOLQJHQ ]LMQ PRJHOLMNH GULMIYHUHQ YRRU GH RQWZLNNHOLQJ YDQ
LQGXVWULHHO WRHULVPH LQ VWHGHQ =H YHUNODUHQ ZDDURP YHUZDFKW NDQ ZRUGHQ GDW
EHGULMYHQLQGXVWULHHOWRHULVPH]LHQDOVPDUNHWLQJHQ35LQVWUXPHQWHQDOVRQGHUGHHO
YDQ VWDNHKROGHUPDQDJHPHQW HQ ]H YHUNODUHQ ZDDURP UHJLR¶V KHW LQ]HWWHQ DOV
LQVWUXPHQWYRRUHFRQRPLVFKEHOHLGHQPDUNHWLQJ9RRU]RZHOUHJLR¶VDOVEHGULMYHQLV
LQGXVWULHHO WRHULVPH HHQPRJHOLMNH SXEOLHNVWUHNNHUPHW KHW RRJ RS GH WUDQVLWLH QDDU
HHQ HUYDULQJVHFRQRPLH $DQ GH DQGHUH NDQW ]LHQ ZH RRN WUHQGV GLH EDUULqUHV
RSZHUSHQ 'H RQWZLNNHOLQJ YDQ LQGXVWULHHO WRHULVPH NDQ GH UHODWLH WXVVHQ KHW
EHGULMIVOHYHQ HQ GH VDPHQOHYLQJZHOOLFKW YHUEHWHUHQ GDDUYRRU LV HFKWHU HQLJHPDWH
YDQ SXEOLHNSULYDWH VDPHQZHUNLQJ QRGLJ .RUWRP KHW LV HHQ RUJDQLVDWRULVFKH







YDULDEHOH HQ VWDSVJHZLM]H NRVWHQ %DWHQ NRPHQ YRRUW XLW GH YHUNRRS YDQ
WRHJDQJVNDDUWHQ HQ DUWLNHOHQ WHU SODDWVH PDDU RRN XLW YHUEHWHUGH UHODWLHV PHW
VWDNHKROGHUV 7HYHQV KHEEHQ EHGULMIVEH]RHNHQ LQYORHG RS GH SURGXFWLYLWHLW YDQ
PHGHZHUNHUVRI]HQXZHORIQLHWEHWURNNHQ]LMQELMGHRUJDQLVDWLHYDQEH]RHNHQ'H
OLWHUDWXXU PDDNW GXLGHOLMN GDW GH EHUHLGKHLG RP EHSDDOGH JURHSHQ WH RQWYDQJHQ
DIKDQNHOLMN LV YDQ GH UHODWLH WXVVHQ KHW EHGULMI HQ GH SRWHQWLsOH EH]RHNHU 'H
JDVWYULMKHLG QHHPW WRH QDDUPDWH EH]RHNHUV HHQ GLUHFWH HQPHHU VXEVWDQWLsOH LQYORHG
KHEEHQ RS GH FRQWLQXwWHLW YDQ GH RQGHUQHPLQJ ,Q GLW YHUEDQG LV KHW EHODQJULMN
RQGHUVFKHLG WH PDNHQ WXVVHQ SURGXFHQWHQ YDQ EXVLQHVVWREXVLQHVV HQ SURGXFHQWHQ
YDQEXVLQHVVWRFRQVXPHUSURGXFWHQ
(YHQHHQVYDQEHODQJLVKHWYHUPRJHQRPLQGXVWULsOHWRHULVWHQDDQWHWUHNNHQ
%HSDOHQG KLHUYRRU ]LMQ GH DDQWUHNNHOLMNKHLG YDQ SURGXFWHQ HQ KHW SURGXFWLHSURFHV
HYHQDOV GH ORFDWLHV ZDDU LQGXVWULHHO WRHULVPH ZRUGW DDQJHERGHQ 9UDDJ HQ DDQERG
EHwQYORHGHQ GH YRRUNHXUHQ YDQ RQGHUQHPHUV WHQ DDQ]LHQ YDQ EHGULMIVEH]RHNHQ
%HGULMYHQPHWHHQSURDFWLHYHEHQDGHULQJ]LMQEHUHLGWRWVXEVWDQWLsOHLQYHVWHULQJHQLQ




'RRU VDPHQZHUNLQJ RS KHW QLYHDX YDQ UHJLR¶V VHFWRUHQ RI FOXVWHUV NXQQHQ GH
FROOHFWLHYHNRVWHQYDQLQGXVWULHHOWRHULVPHYHUODDJGZRUGHQHQRIGHEDWHQYHUKRRJG
ZRUGHQ'HQN ELMYRRUEHHOG DDQ KHW YHUPLQGHUHQ YDQ QHJDWLHYH H[WHUQDOLWHLWHQ ]RDOV
HHQERYHQPDWLJHGUXNRSGHWRHULVWLVFKHLQIUDVWUXFWXXUHQKHWVWHGHOLMNPLOLHXHQGH
RQJXQVWLJH LQYORHG YDQ WRHULVPH RS DQGHUH IXQFWLHV ]RDOV YHUGULQJLQJ 'H PDWH
ZDDULQ LQGXVWULHHO WRHULVPH]RUJWYRRU LQNRPVWHQHQZHUNJHOHJHQKHLG LVDIKDQNHOLMN
YDQ GH PXOWLSOLHU 'H JHVFKLNWKHLG YDQ LQGXVWULHHO WRHULVPH DOV PDUNHWLQJ HQ 35







+HWRQGHU]RHNVNDGHU ]RDOVZHHUJHJHYHQ LQ ILJXXU1YHUHQLJW GHYRRUZDDUGHQGLH
YDQ WRHSDVVLQJ ]LMQ RS EHGULMYHQ HQHU]LMGV HQ VWHGHOLMNH UHJLR¶V DQGHU]LMGV +XQ
EHUHLGKHLGRPWHLQYHVWHUHQLQLQGXVWULHHOWRHULVPHKDQJWDIYDQGULHDVSHFWHQ

 (LJHQVFKDSSHQ YDQ GH EH]RHNHUVVWURRP KHW DDQWDO EH]RHNHUV GH
VDPHQVWHOOLQJYDQGHEH]RHNHUVVWURRPHQGH VSUHLGLQJYDQEH]RHNHUV
RYHUGHWLMG
 'H ILW PDWH YDQ DDQVOXLWLQJ WXVVHQ LQGXVWULHHO WRHULVPH HQ KHW
EHRRJGHLPDJRYDQEHGULMYHQKXQFRUSRUDWHLPDJHHQUHJLR¶V
 +HW YHUPRJHQ RP LQGXVWULsOH WRHULVWHQ DDQ WH WUHNNHQ GDW EHSDDOG
ZRUGW GRRU GH DDQWUHNNHOLMNKHLG YDQ EHGULMYHQ KHW DDQERG YDQ






'H EDWHQ YDQ LQGXVWULHHO WRHULVPH YRRU HHQ VWHGHOLMNH UHJLR pQ GH EHGULMYHQ
ZRUGHQ EHSDDOG GRRU GH RQWZLNNHOLQJ YDQ HHQ JH]DPHQOLMNH DJHQGD GLH
JHFR|UGLQHHUGHDFWLHVPRJHOLMNPDDNW

(HQ JH]DPHQOLMNH DJHQGD ± JHEDVHHUG RS JHGHHOGH GRHOHQ HQ EHODQJHQ ± LV HHQ
FUXFLDOHYRRUZDDUGHYRRUGHJHFR|UGLQHHUGHRQWZLNNHOLQJYDQLQGXVWULHHOWRHULVPHLQ





LQGXVWULHHO WRHULVPH .HXOHQ 3D\V GH OD /RLUH 5RWWHUGDP HQ 7XULMQ +LHURQGHU
EHVSUHNHQZHGHEHODQJULMNVWHFRQFOXVLHV
1HGHUODQGVHVDPHQYDWWLQJVXPPDU\LQ'XWFK




















































'H HLJHQVFKDSSHQ YDQ GH EH]RHNHUVVWURRP RPYDQJ VDPHQVWHOOLQJ HQ VSUHLGLQJ
EOLMNHQ YDQ EHODQJ YRRU EHGULMYHQ HQ UHJLRQDOH RUJDQLVDWLHV 'H SUHIHUHQWLHV YDQ




=RDOV YHUZDFKW EHVFKRXZHQ YHHO JHwQWHUYLHZGH RQGHUQHPHUV LQGXVWULHHO
WRHULVPHDOVHHQ LQVWUXPHQWYDQVWDNHKROGHUPDQDJHPHQW%LMHHQEHSHUNWHFDSDFLWHLW
JHYHQ ]H GH YRRUNHXU DDQ SRWHQWLsOH ]DNHQUHODWLHV OHYHUDQFLHUV DIQHPHUV
ZHUNQHPHUVHWF+XQSUHIHUHQWLHVWHQDDQ]LHQYDQVSUHLGLQJ]LMQDIKDQNHOLMNYDQKRH
LQGXVWULHHOWRHULVPHZRUGWJHRUJDQLVHHUGHQGHELMEHKRUHQGHNRVWHQVWUXFWXXU
5HJLRQDOH RUJDQLVDWLHV ULFKWHQ ]LFK YRRUDO RS KHW DDQWDO EH]RHNHUV KXQ
EHUHLGKHLG WH LQYHVWHUHQ LV DIKDQNHOLMN YDQ KHW EHODQJ YDQ LQGXVWULHHO WRHULVPH WHQ
RS]LFKWHYDQDQGHUHYRUPHQYDQWRHULVPH=HRQWYDQJHQJUDDJEH]RHNHUVYDQEXLWHQ




=RZHO EHGULMYHQ DOV UHJLRQDOH LQVWDQWLHV HUNHQQHQ GDW LQGXVWULHHO WRHULVPH PRHW
DDQVOXLWHQRSKHWEHRRJGHLPDJR+HWRQWEUHNHQYDQHHQGHUJHOLMNHILWYHUNODDUWVRPV
RRNGH WHUXJKRXGHQGKHLGYDQSDUWLMHQRP WHSDUWLFLSHUHQ LQ LQGXVWULHHO WRHULVPH=H
]LMQ ZHOOLFKW QHJDWLHI RYHU GH WHUP µLQGXVWULHHO WRHULVPH¶ HQ ]LHQ QLHW DOWLMG GH
WRHJHYRHJGHZDDUGHYDQFREUDQGLQJHHQYHUELQGLQJWXVVHQUHJLRHQEHGULMI
%LMQD DOOH EHGULMYHQ GLH ZH JHVSURNHQ KHEEHQ YHUZDFKWHQ GDW




WRW KXQEHVFKLNNLQJKHEEHQNRHVWHUHQKRJHYHUZDFKWLQJHQYDQ LQGXVWULHHO WRHULVPH
DOVLQVWUXPHQWYRRUPDUNHWLQJHQ35
5HJLRQDOHRUJDQLVDWLHV]LHQRRNGHPDUNHWLQJZDDUGHYDQLQGXVWULHHOWRHULVPH
]H YHUZDFKWHQ GDW EHGULMIVEH]RHNHQ EHVWDDQGH EHHOGHQ NXQQHQYHUVWHUNHQPDDU RRN
YHUULMNHQ PHW QLHXZH HOHPHQWHQ ,Q GULH YDQ GH YLHU UHJLR¶V 3D\V GH OD /RLUH
5RWWHUGDPHQ7XULMQKHEEHQZHH[SOLFLHWH VWUDWHJLHsQZDDUJHQRPHQRP LQGXVWULHHO
WRHULVPH DOV ]RGDQLJ WH JHEUXLNHQ (HQ VWUDWHJLVFKH EHQDGHULQJ KRXGW RRN LQ GDW






'H FDVHVWXGLHV EHYHVWLJHQ KHW EHODQJ YDQ GH YLHU IDFWRUHQ GLH KHW YHUPRJHQ RP
LQGXVWULsOH WRHULVWHQ DDQ WH WUHNNHQ EHSDOHQ +HW RQGHU]RHN PDDNW GXLGHOLMN GDW GH
DDQWUHNNHOLMNKHLGYDQEHGULMYHQHQGHNZDOLWHLWYDQ ORFDWLHV ODVWLJHU LV WHYHUDQGHUHQ
GDQ KHW DDQERG HQ GH SURPRWLH YDQ LQGXVWULHHO WRHULVPH 'H EHUHLGKHLG RP WH
LQYHVWHUHQ LQ GH]H DVSHFWHQ QHHPW WRH QDDUPDWH DFWRUHQ HHQ PHHU SURDFWLHYH
EHQDGHULQJWHQDDQ]LHQYDQLQGXVWULHHOWRHULVPHKDQWHUHQ
&RQVXPHQWJHULFKWH EHGULMYHQ EOLMNHQ EHWHU LQ VWDDW EH]RHNHUV DDQ WH WUHNNHQ
GDQ EHGULMYHQ GLH JHHQ FRQVXPHQWHQJRHGHUHQ SURGXFHUHQ 'DDUQDDVW NRPW
DDQWUHNNLQJVNUDFKW YRRUW XLW VWHUNH PHUNHQ EUDQGV HQ HHQ YLVXHHO DDQWUHNNHOLMN
SURGXFWLHSURFHV 2YHU KHW DOJHPHHQ ]LMQ GH SULYDWH LQYHVWHULQJHQ LQ LQGXVWULHHO
WRHULVPH EHSHUNW VOHFKWV HQNHOH YDQ GH GRRU RQV RQGHU]RFKWH EHGULMYHQ LQYHVWHUHQ
GDDGZHUNHOLMN LQ GH ORFDWLH RI SURIHVVLRQHOH JLGVHQ 5RQGOHLGLQJHQ GRRU H[
ZHUNQHPHUV]LMQHFKWHUQLHWSHUGHILQLWLHPLQGHUDDQWUHNNHOLMNGDQURQGOHLGLQJHQGRRU
SURIHVVLRQHOH JLGVHQ 'H NZDOLWHLW YDQ GH ORFDWLH LV HHQ UHOHYDQWH RQGHUVWHXQHQGH
IDFWRU GH QDELMKHLG YDQ HHQ VWDG RI YDNDQWLHRRUG GUDDJW ELM DDQ KHW SRWHQWLHHO RP
EH]RHNHUV WH WUHNNHQ %HGULMYHQ GLH JHVLWXHHUG ]LMQ LQ KLVWRULVFK HUIJRHG OLMNHQ HHQ
LQLWLHHO YRRUGHHO WH KHEEHQ 2QJHYHHU GH KHOIW YDQ GH GRRU RQV JHDQDO\VHHUGH
RQGHUQHPLQJHQ LQYHVWHHUW LQ EH]RHNHUVIDFLOLWHLWHQ ]RDOV HHQ UHFHSWLH RI
SUHVHQWDWLHUXLPWH3URPRWLHLVDIKDQNHOLMNYDQKHWEHGULMIHQGHJHNR]HQEHQDGHULQJ
(HQ DFWLHI EHOHLG ZRUGW JHYRHUG GRRU EHGULMYHQ PHW EH]RHNHUVFHQWUD $QGHUH
RQGHUQHPLQJHQJHYHQZHLQLJWRWJHHQLQIRUPDWLHRYHUURQGOHLGLQJHQ
5HJLRQDOHRUJDQLVDWLHV]LMQKHWHURYHUHHQVGDWGHDDQWUHNNLQJVNUDFKWLQVWHUNH
PDWH ZRUGW EHSDDOG GRRU GH RULsQWDWLH YDQ EHGULMYHQ RS FRQVXPHQWHQ PDDU ]H
YHUZDFKWHQ RRN GDW EXVLQHVVWREXVLQHVV SURGXFHQWHQ WHFKQLVFKH EH]RHNHUV
DDQWUHNNHQ 5HJLRQDOH LQVWDQWLHV ]LMQ LQ VWDDW RP DDQWUHNNHOLMNH VHFWRUHQ WH
LGHQWLILFHUHQ HQ WH RQGHUVWHXQHQ LQ KHW YHUOHQJGH YDQ KXQ HFRQRPLVFKH
RQWZLNNHOLQJVVWUDWHJLH 'DDUQDDVW NDQ KHW SRWHQWLHHO YHUJURRW ZRUGHQ GRRU








:DQQHHU ZH GH EHODQJHQ HQ SUHIHUHQWLHV YDQ EHGULMYHQ YHUJHOLMNHQ PHW GLH YDQ
UHJLRQDOHRUJDQLVDWLHVNXQQHQZHFRQFOXGHUHQGDWEHLGHNDQWHQNXQQHQSURILWHUHQYDQ
HHQ JH]DPHQOLMNH DJHQGD GLH JHFR|UGLQHHUGH DFWLHV PRJHOLMN PDDNW +RHZHO KXQ
EHODQJHQ IXQGDPHQWHHO YHUVFKLOOHQ HQ VRPV FRQIOLFWHUHQ ]LMQ HU RRN YHUHQLJEDUH
EHODQJHQ=HYHUVFKLOOHQGRRUJDDQVYDQPHQLQJRYHUGHJHZHQVWHHLJHQVFKDSSHQYDQ
GH EH]RHNHUVVWURRP =H EOLMNHQ HFKWHUZHO LQ VWDDW RP KHW HHQV WHZRUGHQ RYHU GH
RQWZLNNHOLQJ YDQ JH]DPHQOLMNH SURGXFWHQ ]RDOV EH]RHNHUVFHQWUD RSHQ GHXU GDJHQ
HQSURJUDPPD¶V
:DW SXEOLHNH HQ SULYDWH SDUWLMHQ ELMHHQEUHQJW LV KXQ JH]DPHQOLMN EHODQJ LQ
HHQJRHGHUHODWLHWXVVHQVDPHQOHYLQJHQEHGULMIHQHHQJRHGLPDJRYDQGHUHJLRQDOH
EHGULMYLJKHLG3URJUDPPD¶VHQHYHQHPHQWHQ]RDOV9LVLWH]QRV(QWUHSULVHVLQ3D\VGH
OD /RLUH 0DGH LQ $QJHUV 0DGH LQ 7RULQR ([SHGLWLRQ &RORQLD HQ GH





0HW EHKXOS YDQ LQ]LFKWHQ XLW GLYHUVH GLVFLSOLQHV ± WRHULVPH PDUNHWLQJ UHJLRQDOH
HFRQRPLH XUEDQ JRYHUQDQFH HQ WKHRULHV RI WKH ILUP ± KHEEHQ ZH HHQ WKHRULH
RQWZLNNHOGYRRUGHRQWZLNNHOLQJYDQLQGXVWULHHOWRHULVPHLQVWHGHOLMNHUHJLR¶V'H]H
WKHRULHRPYDWGLYHUVHK\SRWKHVHQHQVXEK\SRWKHVHQRYHUGHYRRUZDDUGHQZDDURQGHU
EHGULMYHQ HQ UHJLR¶V SURILWHUHQ YDQ LQGXVWULHHO WRHULVPH 'H VORWFRQFOXVLH OXLGW GDW
LQGXVWULHHO WRHULVPH EDWHQ RSOHYHUW YRRU DOOH EHWURNNHQ SDUWLMHQ LQGLHQ ]H KHW HHQV
ZRUGHQRYHUHHQJH]DPHQOLMNHDJHQGDGLHJHFR|UGLQHHUGHDFWLHVPRJHOLMNPDDNW(HQ
GLHSJDDQGH DQDO\VH YDQ LQGLYLGXHOH HQ FROOHFWLHYH NRVWHQ HQ EDWHQ ± LQ WKHRULH HQ
SUDNWLMN ± KHHIW LQ]LFKW YHUVFKDIW LQ GH YRRUZDDUGHQZDDURQGHU EHLGH ]LMGHQ EHUHLG
]LMQWHLQYHVWHUHQLQGHRQWZLNNHOLQJYDQLQGXVWULHHOWRHULVPH6RPPLJHYRRUZDDUGHQ
]LMQ WRWRS]HNHUHKRRJWH WHEHwQYORHGHQDQGHUH]LMQµHUIHOLMNEHSDDOG¶HQRQGHUGHHO
YDQ GH UHJLRQDOH FRQWH[W ]RDOV GH ORFDWLHV YDQ DDQWUHNNHOLMNH EHGULMYHQ GH
HFRQRPLVFKHVWUXFWXXUKHWWRHULVWLVFKSURILHOHQGHUHODWLHWXVVHQSXEOLHNHHQSULYDWH
SDUWLMHQ GH WUDGLWLH YDQ VDPHQZHUNHQ (HQ JH]DPHQOLMNH DJHQGD YRRU LQGXVWULHHO
WRHULVPH HUNHQW HQ DFFHSWHHUW GH]H FRQWH[WXHOH IDFWRUHQ HQ ULFKW ]LFK RS GH
YRRUZDDUGHQGLHZpOYHUDQGHUGNXQQHQZRUGHQ
1HGHUODQGVHVDPHQYDWWLQJVXPPDU\LQ'XWFK







QLHW DOOHHQ RYHU LQGXVWULHHO WRHULVPHPDDU RRN RYHUXUEDQ JRYHUQDQFH:HKHEEHQ
GXLGHOLMNJHPDDNWKRHSDUWLMHQHHQJHPHHQVFKDSSHOLMNHDJHQGDNXQQHQRQWZLNNHOHQ
HHQ RQGHUZHUS GDW LQ GH OLWHUDWXXU UHODWLHI ZHLQLJ DDQGDFKW NULMJW 2QGHU ZHONH
YRRUZDDUGHQZLOOHQSXEOLHNHHQSULYDWHSDUWLMHQVDPHQZHUNHQ"'HRQWZLNNHOLQJYDQ
LQGXVWULHHO WRHULVPH LV VOHFKWV ppQ YRRUEHHOG YDQ HHQ JH]DPHQOLMNH DJHQGD ZDDULQ
SXEOLHNHHQSULYDWHSDUWLMHQHHQEHODQJKHEEHQ:HYHUZDFKWHQGDWRQ]HEHQDGHULQJ±





REWDLQHG KLV 0DVWHU RI 6FLHQFH LQ %XVLQHVV (FRQRPLFV IURP (UDVPXV 8QLYHUVLW\
5RWWHUGDPLQDQGVWDUWHGKLVDFDGHPLFFDUHHUWKHUHLQ
 DW WKH'HSDUWPHQW RI 5HJLRQDO (FRQRPLFV 3RUW DQG
7UDQVSRUW(FRQRPLFVRIWKH(UDVPXV6FKRRORI(FRQRPLFV
+H SDUWLFLSDWHG LQ YDULRXV LQWHUQDWLRQDO UHVHDUFK SURMHFWV




WRSLF RI SXEOLFSULYDWH FRRSHUDWLRQ LQ XUEDQ GHYHORSPHQW
+HSXEOLVKHGVHYHUDODUWLFOHVDQGERRNVDVFRDXWKRURQD
UDQJH RI WRSLFV VXFK DV XUEDQ DWWUDFWLYHQHVV FRUSRUDWH
VRFLDO UHVSRQVLELOLW\ VSRUWV DQG FLW\ PDUNHWLQJ FURVVERUGHU DQG FURVVVHFWRU


































































































































































































































































































































































































































































































































































































































































































































WHERE THE PUBLIC MEETS THE PRIVATE 
This thesis is about the development of industrial tourism in urban regions. It presents
a systematic analysis of the conditions under which companies and regions can take
advantage of industrial tourism development. By combining insights from tourism,
marketing, regional economics, urban governance and theories of the firm we develop a
theory that specifies the interests of host firms and urban regions. We state that a
common agenda creates opportunities for coordinated action in industrial tourism
development resulting in benefits for public and private actors. We test the empirical
applicability of this theory by means of four case studies of urban regions with a
considerable supply of industrial tourism: Cologne, Pays de la Loire, Rotterdam and Turin.
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